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1987 
Feb.  12 — Petition    received    and    filed.     Taxpayer 
notified.  (Fee  paid) 
"     18 — Copy  of  petition  served  on  General  (^onn- 
sel. 
Mar.  26 — Amended     petition     filed     by     taxpayer. 

3/27/87  copy  served. 
Apr.    5 — Answer  to  amended  petition  filed  by  Gen- 
eral  Coimsel. 
"       8 — Coj)y  of  answer  served  on  tax]^ayer. 
Jnl.    20 — Heai'ine:  set  week  beuinnino-  Se])t.  27,  1937 
at  Los  Angeles,  Calif. 
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1937 

Sep.  27 — Hearing  had  before  Mr.  Mellott,  Div.  11. 
Motion  of  petitioner  to  continue  granted. 
Proceeding  continued. 
"     27 — Order  of  continuance  to  next  Circuit  Cal- 
endar at  Los  Angeles,  California  entered. 
1938 

Apr.  6 — Hearing  set  Jime  13,  1938,  at  Los  An- 
geles, Calif. 

Jun.  27 — Hearing  had  before  Mr.  Arnold,  Div.  12 
on  the  merits.  Submitted.  Stipulation  of 
facts  filed  at  hearing.  Petitioner's  brief 
due  July  27,  1938 — respondent's  due 
August  26,  1938— reply  due  September  10, 
1938. 

Jul.    11 — Transcript   of  hearing  of  June  27,   1938 
filed. 
"     25— Brief    filed    by    taxpayer.    7/25/38    copy 
served. 

Au^:.  26 — Brief  filed  by  General  Counsel. 

Sep.     7 — Reply  brief  filed  by  taxpayer.  9/7/38  copy 
served. 
1939 

Jun.  15 — Findings  of  fact  and  opinion  promulgated, 
Wm.  W.  Arnold,  Div.  12.  Decision  will  be 
entered  under  Rule  50. 

Aug.    3 — Computation  of  deficiency  filed  by  Gen- 
eral Counsel. 
"       7— Heariug  set  Sept.  13,  1939  on  settlement. 

Sep.     6 — Consent  to  settlement  filed  by  taxpayer. 
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1939 
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"     28— Petition  for  review  by  U.  S.  Circuit  Court 
of  Appeals  (9)  with  assignments  of  error 
filed  by  General  Counsel. 
Dee.     7 — Proof  of  service  filed  by  General  Counsel. 
(2)  Attorney  &  taxy)ayer. 
"     21 — Agreed  statement  of  evidence  lodged. 
''      21 — Agreed  praecipe  filed  by  General  Counsel. 

Proof  of  service  thereon. 
'^     22 — Agreed    statement    of   evidence    approved 

and  ordered  filed. 
''  26 — Certified  copy  of  order  from  the  9th  Cir- 
cuit that  Exhibits  P>  &  C  attached  to  the 
stipulation  of  facts,  which  exhibits  are 
to  be  specified  in  the  designation  of  con- 
tents of  record,  need  not  be  printed  in  the 
record  and  the  Clerk  of  the  U.S.  Board  of 
Tax  Appeals  be  directed  to  transmit  the 
original  of  said  exhibits  to  the  Clerk  of 
the  Circuit  Court  to  be  produced  at  the 
hearing  filed. 
'^  27 — Statement  of  points  filed  by  General 
Counsel.  Proof  of  service  thereon.  [1*] 


*Pag:e    numbering    tippearinp^    at    foot    of    pagre    of    orijrinal    certified 
Transcript   of   Record. 
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United  States  Board  of  Tax  Appeals 
Docket  No.  88104 

CHARLES  LAUGHTON, 

Petitioner, 
vs. 

COMMISSIONER   OF  INTERNAL  REVENUE, 

Respondent. 

AMENDED  PETITION 

The  above-named  petitioner  hereby  petitions  for 
a  redetermination  of  the  deficiency  set  forth  by  the 
Commissioner  of  Internal  Revenue  in  his  notice  of 
deficiency  (Bureau  s\Tnbols  IT  :C  :4-JHL-90D) 
dated  November  28,  1936  and  as  a  basis  of  his  pro- 
ceeding alleges  as  follows: 

1.  The  petitioner  is  a  non-resident  alien  with 
address  care  of  Myron  Selznick  &  Company,  Inc.  at 
9460  Wilshire  Boulevard,  Beverly  Hills,  California. 

2.  The  notice  of  deficiency,  a  copy  of  which  is 
attached  and  marked  ''Exhibit  A''  was  mailed  to 
the  petitioner  on  November  28,  1936. 

3.  The  taxes  in  controversy  are  income  taxes  for 
the  calendar  years  1934  and  1935  and  for  $23,160.03 
and  $81,270.84  respectively.  [2] 

4.  The  determination  of  tax  set  forth  in  the 
notice  of  deficiency  is  l)ased  upon  the  following 
errors : 

(a)     The    respondent    erred   in    determining 
that  the  amounts  received  bv  Motion  Picture 
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&  l^heatrical  Industries,  Ltd.  in  1934  and  1935, 
as  consideration  foi-  the  seiviees  of  Charles 
Laughton  rendered  to  Metro-Goldwyn-Mayer 
Corporation,  Twentieth  (Vntuiy  Pictures,  Inc. 
and  Paramount  Productions,  Inc.,  constituted 
income  taxable  to  Charles  Laughton. 

(b)  The  respondent  erred  in  determining 
that  \\\e.  gross  income  of  Charles  Laughton, 
from  sources  within  the  United  States  for  1934, 
was  in  excess  of  $32,811.66. 

(c)  The  resj)ondent  erred  in  determining 
that  the  gross  income  of  Charles  Laughton, 
from  sources  within  the  United  States  for  1935, 
was  in  excess  of  $22,419.09. 

(d)  The  respondent  erred  in  disallowing  de- 
ductions for  expenses  paid  by  petitioner  in  1934 
amounting  to  $1,259.47. 

(e)  The  respondent  erred  in  disallowing  de- 
ductions foi*  expenses  paid  by  petitioner  in  1935 
amounting  to  $1,473.32. 

(f )  I'he  respondent  erred  in  failing  to  allow 
deductions  for  1934  in  respect  of  the  following 
expenses : 

Ajjents'    commissions   $8,433.32 

Lep:al  fees  and  expenses 5,271.83 

Accountant 's  fees  225.00 

Advertising?  336.70 

Miscellaneous  expense  .22 

(g)  The  respondent  erred  in  failing  to  al- 
low (led  net  ions  for  1935  in  respect  of  the  fol- 
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lowing  expenses : 

Agents '   commissions  $19,921.23 

Legal   fees   and   expenses 3,403.32 

Accountant's  fees  40.00 

Advertising  777.50 

Miscellaneous  expense  51.09 

(h)  The  respondent  erred  in  failing  to  al- 
low a  credit  of  $1,000  for  personal  exemption 
for  1935.  [3] 

5.    The  facts  upon  which  the  petitioner  relies  as 
the  basis  of  this  proceeding  are  as  follows: 

(a)  Petitioner  is  a  subject  of  Great  Britain 
and  maintains  his  residence  in  that  coimtry. 

(b)  Petitioner  is  a  motion  picture  actor  of 
some  prominence  in  both  Great  Britain  and  the 
United  States,  taking  part  in  pictures  produced 
in  each  of  these  countries  from  time  to  time. 

(c)  Under  date  of  May  4,  1934  petitioner 
entered  into  a  contract  with  Motion  Picture  & 
Theatrical  Industries,  Ltd.,  an  English  cor- 
poration, under  the  terms  of  which  Motion  Pic- 
ture &  Theatrical  Industries,  Ltd.  was  to  have 
exclusive  rights  to  his  services  for  a  period  of 
five  years  at  a  stipulated  weekly  salary,  with 
the  right  to  sublicense  and  loan  his  services  to 
others. 

(d)  After  May  4,  1934  Motion  Picture  & 
Theatrical  Industries,  Ltd.  entered  into  agree- 
ments with  producing  companies  for  ])etition- 
er's  services  and  collected  the  agreed  remmiera- 
tion  under  these  agreements. 
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(e)  Petiti(3ner  was  i)aid  his  alleged  salary 
by  Motion  Picture  &  Theatrical  Industries, 
Ltd.  from  May  4,  1934  to  December  31,  1934 
and  throughout  the  year  1935. 

(f)  The  income  paid  to  Motion  Picture  & 
Theatrical  Industries,  Ltd.  ))y  the  producing 
companies  was  reported  as  taxable  income  by 
that  corporation  and  Federal  income  tax  paid 
thereon. 

(g)  During  1934  and  1935  the  petitioner  in- 
curred expenses  in  connection  witli  the  earning 
of  his  income  as  follows: 

1934  1935 

Automobile   $  677.06         $    778.99 

Gratuities    200.00 

Wardrobe 186.71              399.59 

Telepho7ie  and  telegrams 59.05              294.74 

Music 71.25 

Books  and  periodicals 130.80 

Totals $1,324.87         $1,473.32 

~^^  [4] 

The    respondent    has    disallowed    certain    of 
these   expenses   aggregating   $1,259.47   for   1934 
and  all  of  these  expenses  for  1935. 

(h)  During  the  years  1934  and  1935  Motion 
Picture  &  Theatrical  Industries,  Ltd.  paid  ex- 
penses as  listed  l)eh)w  which  would  have  re- 
quired to  have  been  paid  by  petitioner  if  he 
had  contracted  directly  with  the  producins: 
companies: 
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1934  1933 

Agents'  commissions  $8,433.32  $19,921.23 

Legal  fees  and  expenses 5,271.83  3,403.32 

Accountant's  fees  225.00  40.00 

Advertising  and  publicity 335.70  777.50 

Miscellaneous  22  51.09 


Wherefore,  the  petitioner  prays  that  this  Board 
may  hear  the  proceedings  and  determine : 

(a)  That  there  is  no  deficiency  for  1934  or  1935 

(b)  Such  other  and  further  relief  as  this  Board 
may  deem  proper. 

HEESCHEL  B.  GREEN 
LOYD  WRIGHT  and 
HERSCHEL  B.  GREEN 
Attorneys  for  Petitioner 
111  West  Seventh  Street 
Los  Angeles,  California 
L.  G.  SUTHERLAND 
Agent  for  Petitioner 
American  Security  Building 
Washington,  D.  C. 
Washington,  D.  C. 
March  23,  1937  [5] 


State  of  California 
County  of  Los  Angeles — ss. 

Loyd  Wright,  being  duly  sworn,  deposes  and  says 
that  he  is  a  duly  appointed  attorney  in  fact  for 
Charles    Laughton,    the    petitioner   named    in    the 
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foregoing  petition ;  that  Charles  Laughton  is  al)sent 
from  the  United  States;  that  he  is  duly  authorized 
undei-  the  power  of  attorney,  which  has  not  been 
revoked  and  copy  of  which  is  attached,  to  verify 
the  foregoing  petition;  that  he  has  read  the  j^^ti- 
tion  and  is  familiar  with  the  statements  contained 
therein  and  believes  the  facts  stated  therein  to  be 
true;  that  his  knowledge  of  the  facts  alleged  in  the 
foregoing  })etition  is  grounded  on:  (1)  information 
in  his  possession,  (2)  conversations  with  the  peti- 
tioner, (3)  information  furnished  by  Myron  Selz- 
nick  &  Company,  Inc.,  and  (4)  information  fur- 
nislied  by  an  officer  and  director  of  Motion  Picture 
Sc  Theatrical  Industries,  Ltd. 

LOYD  WRIGHT 

Subscribed  and  sworn  to  before  me  this  23rd  day 
of  March  1937. 

[Seal]  ANITA  GARRETT 

Notary  Public  in  and  for  the  County  of  Los  An- 
geles, State  of  California.  [6] 

POWER  OF  ATTORNEY 

He  it  Known: 

That  I,  Charles  Laughton,  from  time  to  time 
temporarily  residing  in  the  County  of  Los  Angeles, 
State  of  California,  have  made,  constituted  and 
a])i)oiiited,  and  by  these  j)i'esents  Po  Make,  Con- 
stitute and  A])point,  Loyd  Wright,  of  T^os  Angeles, 
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California,  or  alternatively  any  partner  of  his 
(present  or  future)  being  a  counsellor-at-law,  My 
True  and  Lawful  Attorney  for  me  and  in  my  name 
and  on  my  behalf,  to  act,  demand,  recover  and 
receive  all  sums  of  money,  debts,  dues,  accounts, 
interest,  dividends,  amniities  and  demands  whatso- 
ever, as  are  now  or  shall  hereafter  become  due, 
owing,  payable  or  belonging  to  me,  and  have,  use 
and  take  all  lawful  ways  and  means  in  my  name  or 
otherwise  for  the  recovery  thereof,  by  attachments, 
arrests,  distress  or  otherwise,  and  to  compromise 
and  agree  for  the  same,  and  acquittances  and  other 
sufficient  discharges  for  the  same,  for  me  and  in  my 
name,  to  make  seal  and  deliver  and  to  make  out, 
agree  or  agree  to  alterations  in  or  compromises  of 
accounts,  invoices,  returns,  statements  and  other 
documents  and  instruments  on  my  behalf  or  con- 
cernmg  me  or  my  affairs. 

Also,  to  make,  do  and  transact  all  and  every  kind 
of  business  of  what  nature  or  kind  soever  and  to 
undertake  on  my  behalf  the  performance  of  service 
obligations  or  the  variation  or  cancellation  thereof, 
and  to  bargain  and  agree  for,  buy,  sell,  mortgage, 
hypothecate  and  in  any  and  every  way  and  manner 
deal  in  and  ^^'ith  goods,  wares  and  merchandise, 
choses-in-action  and  other  property  in  possession 
or  in  action,  and  also  for  me  and  in  my  name,  and 
as  my  act  and  deed,  to  sign,  seal,  execute,  deliver 
and  acknowledge  such  deeds,  leases  and  assignments 
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of  leases,  covenants,  indentui  es,  agreements,  mort- 
gages, hypothecations,  bills  of  lading,  bills,  bonds, 
notes,  receipts,  evidences  of  debts,  releases  and  sat- 
isfaction of  mortgages,  judgments  and  other  debts, 
niid  such  other  instruments  in  writing  of  whatso- 
i'ver  kind  and  nature,  as  may  be  necessary  or  proper 
m  the  premises,  specifically  granting,  authorizing 
and  empowering  and  directing  the  said  Loyd 
Wright,  or  in  substitution  any  partner  of  his  as 
afoi*esaid,  to  sign  any  and  all  checks  in  my  name, 
for  me  and  in  my  behalf,  and  any  bank  or  trust 
com])any  is  hereby  authorized,  directed  and  in- 
structed to  cash  said  checks  in  the  same  manner 
as  if  I  myself  had  executed  the  same.  I  Hereby 
Confirm  and  Approve  anything  that  the  said  Loyd 
Wright  and/or  any  of  his  said  partners  may  do  in 
said  respect  on  my  behalf.  [7] 

Giving  and  Granting  unto  my  said  attorney  Loyd 
Wi'ight,  and/or  any  partner  of  his,  as  aforesaid. 
Full  Power  and  Authority  to  do  and  perform  all 
and  every  act  and  thing  whatsoever  requisite  and 
necessary  to  be  done  in  and  about  the  premises,  as 
(nlly  to  all  intents  and  purposes  as  I  might  or  could 
do  if  personally  present,  with  full  power  of  substi- 
tution and  revocation,  hereby  ratifying  and  con- 
firming all  that  my  said  attorney,  Loyd  Wright,  or 
any  partners  of  his  as  aforesaid,  shall  lawfully  do 
or  cause  to  be  done  by  virtue  of  these  ])resents. 
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Witness  my  hand  and  seal  at  London,  England, 
this  12th  day  of  March,  1936. 

CHARLES  LAUGHTON 

Signed,  Sealed  and  Delivered 

by  above  named  Charles  Laughton, 

in  the  presence  of: 

F.  M.  GUEDALLA 
7  Park  Crescent, 

Portland  Place,  London,  Solicitor. 
N.  W.  LAWRENCE, 

Not.  Pub.,  London,  England. 

NOTARY  PUBLIC'S  CERTIFICATE 

To  All  To  AATiom  These  Presents  Shall  Come :  I, 
Nicasio  Robert  Jauralde  of  the  City  of  London, 
Notary  Public  duly  admitted  and  sworn.  Do  Hereby 
Certify,  that  on  this  twelfth  day  of  March  in  the 
year  one  thousand  nine  himdred  and  thirty-six 
before  me  personally  came  Charles  Laughton,  to  me 
known  and  known  to  me  to  be  the  constituent  named 
in  and  who  executed  the  foregoing  Power  of  Attor- 
ney, and  he  acknowledged  to  me  that  he  executed 
the  same  as  his  free  and  voluntary  act  and  deed  for 
the  uses  and  purposes  therein  set  forth. 

In  Faith  and  Testimony  whereof  I  have  hereunto 
set  my  Hand  and  Seal  of  Office  at  London  this 
twelfth  day  of  March  in  the  year  of  our  Lord  one 
thousand  nine  hundred  and  thirty-six. 

[Seal]  N.  R.  JAURALDE 

Not.  Pub.  [8] 
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Great  Britain  &  Northern  Ireland 
London,  England 
Consulate  General  of  the 
United  States  of  America — ss. 

I,  Philip  Adams,  Consul  of  the  United  States  of 
America,  residing  at  London,  England,  do  hereby 
make  known  and  certify  to  all  whom  it  may  con- 
cern, that  Nicasio  Robert  Jauralde,  who  hath  signed 
the  annexed  Certificate,  is  a  Notary  Public  duly 
admitted  and  sworn  and  practising  in  London, 
England,  and  that  to  all  acts  by  him  so  done,  full 
faith  and  credit  are  and  ought  to  bo  given  in  Judi- 
cature and  thereout. 

In  Testimony  Whereof,  I  have  hereunto  set  my 
hand  and  affixed  my  seal  of  Official  London  afore- 
said, this  Thirteenth  day  of  March  in  the  year  of 
our  Lord  One  Thousand  Nine  Hundred  and  Thirty- 
six. 

Service  No.  2540 
Fee  $2—8/4 

[Seal]  PHILIP  ADAMS 

Consul  of  the  United  States  of  America  at  London, 
England.  [9] 
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EXHIBIT  A 

Treasury  Department 
Washington 
Nov.  28  1936 
Office  of 

Commissioner  of  Internal  Revenue 

Mr.  Charles  Laughton, 

c/o  Frank  Joyce-Myron  Selznick,  Ltd., 
9460  Wilshire, 

Beverly  Hills,  California. 
Sir: 

You  are  advised  that  the  determination  of  your 
income  tax  liability  for  the  taxable  years  1934  and 
1935  discloses  a  deficiency  of  $104,430.87  as  shown 
iu  the  statement  attached. 

In  accordance  with  section  272(a)  of  the  Revenue 
Act  of  1934,  notice  is  hereby  given  of  the  deficiency 
mentioned.  Within  ninety  days  (not  counting  Sun- 
day or  a  legal  holiday  in  the  District  of  Columbia 
as  the  ninetieth  day)  from  the  date  of  the  mailing 
of  this  letter,  you  may  file  a  petition  with  the 
Ignited  States  Board  of  Tax  Appeals  for  a  rede- 
termination of  the  deficiency. 

Should  you  not  desire  to  file  a  petition,  you  are 
requested  to  execute  the  enclosed  form  and  f(U'ward 
it  to  the  Commissioner  of  Internal  Revenue,  Wash- 
inirton,  D.  C,  for  the  attention  of  IT:C1:P:7.  The 
signing  and  filinc,-  of  this  form  will  ex])edite  the 
closino-   of    yonr    returns    by    ]:)ermitting    an    early 


vs.  Charles  Laiighton  15 

assessment  of  the  deficiency  and  will  prevent  the 
accumulation  of  interest,  since  the  interest  period 
terminates  thirty  days  after  filing  the  form,  or  on 
the  date  assessment  is  made,  whichever  is  earlier. 
Respectfully, 
GUY  T.  HELVPmiXG, 
Commissioner. 
By  CHAS.   T.   RUSSELL   (Signed) 
Deputy  Commissioner. 
Enclosures : 
Statement 
Form  870  [10] 

STATEMENT 
IT:C:4 
JHL-90D 

In  re :  Charles  Laughton, 

c/o  Frank  Joyce-Myron  Selznick,  Ltd., 

9460  Wilshire, 

Beverly  Hills,  California. 

INCOME  TAX  LIABILITV 

Years  Income  Income 

y^*^  Tax  Liability  Tax  assessed  Deficiency 

1934   $25,841 .87         $2,681 .84         $2:],  1  mm 

1935    82,244.45  973.61  81,270.84 

The  report  of  the  internal  revenue  agent  in 
charge  at  Los  Angeles,  California,  a  co])y  of  which 
was  furnished  you,  is  apy)roved. 
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1934 

Net  income  shown  by  return $30,349.12 

Add : 

1.    Additional   salary  61,781.14 


Net   income   adjusted $92,130.26 

licss :  Personal  exemption 1,000.00 


Balance   subject  to  surtax $91,130.26 

Less : 

Earned  income  credit 1,400.00 


Balance  subject  to  normal  tax $89,730.26 

Normal  tax  at  4% $  3,589.21 

Surtax  on  $91,130.26 23,565.13 


Total    tax    $27,154.34 

Less  : 

Income  tax  paid  at  source 1,312.47 


Total  tax  assessable $25,841.87 

Income  tax  assessed: 

Orio-inal  account  No.  800665 2,681.84 


Deficiency  in  income  tax $23,160.03 

[11] 

Earned  income  credit : 

Salaries    $92,162.08 

Earned  net  income  limited  to  not  less  than 
$3,000.00    taxable    net    income    and    not 

over   $14,000.00   $14,000.00 

Credit — 10%     of    earned     net     income    of 

$1 4,000.00    $  1 ,400.00 

Explanation  of  Chano-e 

1.    Gross  salary  actually  earned: 

Metro-r.oldwyn-Mayer   Studios  $45,333.33 

Paramount  Studios  48,000.00 


Total    $93,333.33 
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Less : 

Expense  deductions 1 . 1 7 1 .25 

Net  salary  $92,162.08 

Net  salary  reported 30,380.94 


Additional   salary  _ $61,781.14 

The  salaries  from  the  studios  are  considered  as 
income  earned  for  services  performed  during"  the 
year,  which  cannot  be  assigned,  Court  Decision  675, 
Cumulative  Bulletin  XII-1,  page  207.  From  the 
expense  deduction  claimed  in  the  amount  of 
$2,430.72,  there  has  been  disallowed  the  followin^z;: 

(a)  Auto  expense  $  677.06 

(b)  Wardrobe    186.71 

(c)  Books  and  periodicals 65.40 

(d)  Telephone  and  telegraph 59.05 

(e)  Music   71.25 

( f )  Gratuities    200.00 

Total    $1,259.47 

(a)  The  deduction  claimed  for  automol)ile  ex- 
l)ense  is  disallowed  for  the  reason  that  it  is  not 
supj)orted  by  sufficient  detail  to  ])ermit  a  deter- 
mination of  whether  the  automobile  was  for  ])er- 
sonal  use,  or  a  necessary  expense  incident  to  the 
earning  of  the  salaries.  Article  23(a)  Regulations 
86.  [12] 

(b)  The  deduction  claimed  for  wardrobe  is  dis- 
allowed for  the  reason  that  there  are  no  detaite 
submitted  showing  that  this  constituted  a  necessary 
business  expense.  Article  23(a)  Regulations  86. 
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(c)  The  deduction  claimed  for  books  and  periodi- 
cals is  disallowed  to  the  extent  of  bO%  of  the 
amount  claimed,  representing  a  personal  expense. 
Article  23(a),  Regulations  86. 

(d)  Deduction  for  telephone  is  disallowed  for 
the  reason  that  such  expense,  other  than  personal, 
was  i^aid  by  the  agent  or  business  manager.  Article 
23(a)  Regulations  86. 

(e)  The  deduction  for  music  has  been  dis- 
allowed as  a  personal  expense.  Article  23(a)  Regu- 
lations 86. 

(f)  Gratuities  to  stage  hands  are  held  to  be 
personal  expenses  and  disallowed.  See  decision  in 
case  of  Reginald  Denny,  Vol.  33,  United  States 
Board  of  Tax  Appeals,  page  738. 

1935 

Xet   income  reported $  19.797.40 

Add : 

1.    Additional   salary  171,482.82 

Xet   income  adjusted $191,280.22 

Less: 

Personal    exemption   583.34 

Balance  subject  to  surtax $190,696.88 

Less : 

Earned    income   credit 1,400.00 


Balance  subject  to  normal  tax $189,296.88 

Normal  tax  at  4% $     7,571.88 

Surtax  on  $190,696.88 75,569.35 


Total    - $  83,141.2:^ 
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Income  tax   paid  at  source 896.78 

Total    tax    assessable $  82.244.45 

Previously  assessed,  August  1935,  No.  234 973.61 

Deficiency  in  income  tax $  81,270.84 

[13] 

Earned  income  credit : 

Salaries $191,486.22 

Earned    net    income    limited    to    not    less 
than  $3,000.00  taxable  net  income  and 

not  over  $14,000.00 $  14,000.00 

Credit — 10%    of    earned    net    income    of 

$1 4,000.00    $     1 ,400.00 

Explanation  of  Change 
1.    See  explanation  No.  1  for  1934. 
Gross  salary  actually  earned: 

Metro-Ooldwyn-Mayer  Studios  $118,428.59 

Paramount  Studios  9,000.00 

Twentieth   Century  Pictures,   Inc 65,000.00 

Total  $192,428.59 

Less : 

Expense  deduction 942.37 

Net  salary  $1 91 ,486.22 

Net  salary  reported 20,003.40 

Additional   salary  $1 7 1 ,482.82 

The  following-  expense  deductions  were  disallowed: 

(a)  Auto    expense    $    778.99 

(b)  Telephone   and  telegraph 294.74 

(c)  Wardrobe    399.59 

Total    $1,473.32 

Explanation  of  Changes 

(a)  See  Explanation  (a)   1934 

(b)  See  Explanation  (d)  1934 

(c)  See  Explanation  (b)  1934 

[Endorsed]:   U.S.B.T.A.   Filed  March   26,   1937. 

[14] 
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[Title  of  Board  and  Cause.] 

ANSWER  TO  AMENDED  PETITION 

Now  comes  the  Commissioner  of  Internal  Reve- 
nue, by  his  attorney,  Morrison  Shafroth,  Chief 
Counsel,  Bureau  of  Internal  Revenue,  and  for 
answer  to  the  amended  petition  filed  by  the  above- 
named  petitioner,  admits  and  denies  as  follows: 

1.  Admits  the  allegations  contained  in  paragraph 

1  of  the  amended  petition. 

2.  Admits  the  allegations  contained  in  paragraph 

2  of  the  amended  petition. 

3.  Admits  the  allegations  contained  in  paragraph 

3  of  the  amended  petition. 

4(a)  to  (h),  inclusive.  Denies  that  the  Commis- 
sioner's determination  is  erroneous  as  alleged  in 
subparagraphs  (a)  to  (h),  inclusive,  of  paragraph 

4  of  the  amended  petition. 

5(a)  and  (b).  Admits  the  allegations  contained 
in  subparagraphs'  (a)  and  (b)  of  paragraph  5  of 
the  amended  petition. 

(c)  to  (f),  inclusive.  Denies  the  allegations  con- 
tained in  subparagraphs  (c)  to  (f),  inclusive,  of 
paragraph  5  of  the  amended  petition. 

(g)  Admits  that  respondent  has  disallowed  cer- 
tain claimed  expenses  aggregating  $1,259.47  for  the 
year  1934  and  $1,473.32  for  the  year  1935;  [15] 
denies  tlie  remaining  allegations  of  fact  contained 
in  ^^ub])aragl  aph  (g)  of  paragraph  5  of  the  amended 
petition. 
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(li)  Denies  the  allegations  contained  in  sub- 
paragraph (h)  of  paragraj^h  5  of  the  amended 
petition. 

6.  Denies,  generally  and  specifically,  each  and 
every  allegation  of  the  amended  petition  not  herein- 
before admitted,  qualified,  or  denied. 

Wherefore,  it  is  prayed  that  the  appeal  be  denied. 
(Signed)  MORRISON   SHAFROTH 

Chief  Counsel, 

Bureau  of  Internal  Revenue. 
Of  Counsel: 

CHESI^ER  A.  GWINN, 
CHARLES  E.  LOWERY, 
Special  Attorneys, 
Bureau  of  Internal  Revenue. 

[Endorsed]:  U.S.B.T.A.  Filed  Apr.  5,  1987.  [16] 
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Docket  No.  88104.  Pronmlgated  June  15,  1939. 

FINDINGS  OF  FACT  AND  OPINION 

An  English  corporation  organized  to  carry  on  mo- 
tion picture,  theatrical,  and  related  businesses,  the 
beneficial  ownership  of  its  stock  being  in  the  ])eti- 
tioner,  a  nonresident  alien,  contracted  with  ]^eti- 
tioner  for  his  exclusive  services  as  an  actor  for  a 
period  of  five  years  at  a  fixed  weekly  stipend.  By 
virtue  of  loan  contracts  with  Hollvwood  studios  the 
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corporation  realized  substantial  earnings  during  the 
taxable  years  1934  and  1935  on  its  exclusive  service 
contract  with  petitioner.  Held,  the  amounts  paid 
the  corporation  as  consideration  for  the  services  of 
the  petitioner  under  the  loan  agreements  do  not 
constitute  taxable  income  to  the  petitioner. 

JOHN  B.  MILLIKEN,  Esq., 
HERSCHEL  B.  GREEN,  Esq., 
and  HARRIET   GEARY,   Esq., 
for  the  petitioner. 
ALVA  C.  BAIRD,  Esq., 
for  the  respondent. 

This  proceeding  involves  income  tax  deficiencies 
for  the  years  1934  and  1935  in  the  amount  of 
e$23,160.03  and  $81,270.84,  respectively.  The  princi- 
pal issue  is  whether  respondent  erred  in  determin- 
ing that  the  amounts  received  by  Motion  Picture 
&  Theatrical  Industries,  Ltd.,  in  1934  and  1935,  as 
consideration  for  the  services  of  Charles  Laughton 
rendered  to  Metro-Goldwyn-Mayer  Corporation, 
I'wentieth  Century  Pictures,  Inc.,  and  Paramoimt 
Productions,  Inc.,  constituted  income  taxable  to  the 
petitioner.  ( Vitain  alternative  issues  were  raised  by 
the  pleadings,  which  need  not  be  set  forth  in  view 
of  our  decision  on  the  principal  issue. 

FINDINGS  OF  FACT. 

The  ])etitioner,  Charles  I^aughton,  is  a  motion  \)\q,- 
ture  actor  well  known  in  both  Great  Britain  and 
the  United  States.  At  all  times  pertinent  to  this 
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proceeding  he  was  a  subject  of  Great  Britain  and 
a  resident  of  and  domiciled  in  England. 

On  May  4,  1932,  the  petitioner  executed  a  ti^•e- 
year  contract  with  Frank  Joyce-Myron  Selznick, 
Ltd.,  which  authorized  them  to  act  as  his  manager 
and  personal  representative.  During  1932,  the  peti- 
[17]  tioner  came  to  the  United  States  and  was 
engaged  in  making  four  pictures  for  the  Paia- 
mount-Publix  (Corporation,  predecessor  of  Para- 
iiiount  l^i'oductions,  Inc.  He  also  made  one  picture 
for  the  Universal  Pictures  Corporation  during  1932 
under  a  loan  of  his  services  by  Paramount-Publix 
to  Universal. 

On  March  29,  1933,  the  petitioner  entered  into 
a  contract  with  Paramount  Productions,  Inc.,  here- 
inafter referred  to  as  Paramount,  under  the  terms 
of  which  one  })icture,  ^' White  Woman",  was  \)vo- 
duced  in  that  year.  l\iragraph  Twelfth  of  said 
contract  provided  in  part  as  follows: 

The  Artist  hereby  gi'ants  to  the  Corporation 
an  option  upon  the  Artist's  exclusive  services 
in  one  (1)  motion  picture  photoplay  to  be  pro- 
duced between  April  15,  1934,  and  Septemlier 
15,  1934,  at  the  salary  and  at  the  rate  of  Three 
Thousand  ($3,000.00)  Dollars  per  week  for  not 
less  than  five  (5)  weeks  for  his  services  in  such 
production. 

Under  date  of  September  15,  1933,  Paramount 
notified  the  petitioner  that  it  elected  to  exercise  tlie 
foregoing  option. 
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After  completing  the  picture,  ^^ White  Woman'', 
tlie  petitioner  returned  to  England,  and  on  April 
30,  1934,  a  corporation  bearing  the  name  of  ^'Motion 
Picture  and  Theatrical  Industries,  Limited,''  here- 
inafter referred  to  as  Industries,  Ltd.,  was  or- 
ganized under  and  by  virtue  of  the  laws  of  Great 
Britain,  and  specifically  mider  the  English  Com- 
panies' Act  of  1929.  As  set  forth  in  its  memorandum 
of  association,  the  objects  for  which  the  company 
was  established  were  to  engage  in  the  motion  picture 
and  theatrical  businesses  or  any  business-  incidental 
or  related  thereto. 

The  principal  place  of  business  of  Industries, 
Ltd.,  has  been  at  all  times  since  its  formation  and 
now  is  London,  England.  During  the  taxabe  years 
it  was  managed  by  a  board  of  directors  composed 
of  business  men.  The  petitioner  was  not  a  member 
of  the  board  of  directors,  nor  was  he  an  officer  of 
the  company,  although  he  was  the  real  beneficial 
owner  of  all  its  outstanding  stock,  except  qualifying 
shares,  for  which  he  paid  into  the  company  £6,000 
or  approximately  $30,000. 

On  May  4,  1934,  petitioner  and  Industries,  Ltd., 
executed  a  contract  in  London,  whereby,  in  return 
for  the  ])ayment  of  £150  or  approximately  $750  ])er 
week  for  the  next  five  years  thereafter,  together 
witli  the  i^ayment  of  certain  other  expenses,  peti- 
ti(»iier  agreed  to  give  his  sole  and  exclusive  services 
to  Industries,  Ltd.,  subject  always  to  the  primary 
oblia'atious  of  a  contract  entered  into  Februarv  26, 


vs,  Charles  LaiigMon  25 

1934,  and  then  existing  between  i)etitioner  and  Lon- 
don Film  Productions,  Ltd.,  whereby  petitioner  was 
to  umkv  three  i)ictures  for  the  latter  company.  The 
])etiti()iiei'  agreed  to  assign  the  profits  and  any 
moneys  arising  from  the  latter  agreement  and  his 
right  to  10  percent  of  th(^  gross  receipts  from  the 
photophiy  ^^The  Private  Life  of  Henry  VIII"  to 
[18]  Industries,  Ltd.,  as  part  of  the  consideration 
for  the  contract  of  May  4,  1934.  Industries,  Ltd., 
agreed  to  assume  the  obligations  of  the  petitioner 
under  his  contract  of  May  4,  1932,  with  Prank 
Joyce-Myron  Selznick,  Ltd.  Paragraph  15  of  peti- 
tioner's agreement  with  Industries,  Ltd.,  provided 
as  follows: 

Nothing  in  this  Agreement  shall  be  contrary 
to  the  proposition  that  from  time  to  time  it  is 
contemplated  that  the  Emperor  itself  will  be 
engaging  in  motion  ])icture  or  theatrical  activi- 
ties in  the  British  Isles  in  connection  with 
which  it  shall  employ  the  Employee  and  in  no 
case  will  it  engage  in  any  motion  picture  or 
theatrical  activities  in  which  there  shall  be  a 
male  principal  part  without  employing  the  Em- 
ployee in  the  enactment  thereof  unless  the 
Employee  expressly  and  in  writing  shall  assent 
to  the  Employer  in  any  such  activities  em])loy- 
inu"  some  other  actor. 

On  May  5,  1934,  ])etitioner  sailed  for  the  United 
States.  On  INlay  14  he  reached  Los  Angeles-  and 
imniediatelv  commenced  work  as  an  actor  in  ''The 
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Barretts  of  Wimpole  Street"  for  Metro-Gold\^yn- 
Mayer  under  a  pending  loan  agreement  which  was 
finally  executed  between  Metro-Goldwyn-Mayer  and 
Industries,  Ltd.,  on  July  6,  1934.  The  agreement 
became  effective  as  of  May  14,  1934,  provided  for 
petitioner's  appearance  in  ^'The  Barretts  of  Wim- 
pole Street"  and  ^' Marie  Antoinette",  and  per- 
mitted him  to  appear  in  one  photoplay  for  Para- 
mount. Metro-Goldwyn-Mayer  paid  Industries,  Ltd., 
for  the  services  performed  by  the  petitioner  under 
the  said  loan  agreement  $45,333.33  during  1934  and 
$119,230.76  during  1935. 

On  July  5,  1934,  the  contract  of  March  29,  1933, 
between  petitioner  and  Paramomit  was  canceled  by 
mutual  consent,  and  on  the  same  day  Industries, 
Ltd.,  entered  into  an  agreement  with  Paramount 
relative  to  the  services  of  the  petitioner.  This  con- 
tract and  the  contract  of  Industries,  Ltd.,  with 
Metro-Goldwyn-Mayer  were  both  acknowledged  by 
petitioner  in  a  separate  writing,  attached  to  each 
contract,  wherein  he  obligated  himself,  individually, 
to  render  the  services  agreed  upon  by  the  studios 
and  Industries,  Ltd.  Subsequent  contracts  and  mod- 
ifications of  existing  contracts  for  the  loan  of 
Laughton's  services  by  Industries,  Ltd.,  were  like- 
wise acknowledged  by  the  petitioner. 

Under  the  loan  agreement  with  Paramount  peti- 
tioner performed  in  ^^Euggles  of  Red  Gap",  and 
Paramount  y)aid  Industries,  Ltd.,  for  such  services 
the  sums  of  $48,000  in  1934  and  $6,000  in  1935. 
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On  December  21, 1934,  Industries,  Ltd.,  contracted 
for  the  loan  of  Laughton's  services  to  Twentieth 
(V^ntiiry  l^ictures.  Inc.  During  1935  Industries,  Ltd., 
received  $65,000  from  Twentieth  Century  Pictures, 
Inc.,  for  the  services  rendered  the  latter  company 
))}'  petitioner. 

Each  of  the  three  studios  aforementioned  de- 
ducted and  withheld  from  the  amounts  that  were 
to  be  ])aid  to  Industries,  Ltd.,  the  sums  prescribed 
as  income  tax  to  be  withheld  at  the  source  under 
the  provisions  of  section  144,  Revenue  Act  of  1934. 
'i'he  sums  so  deducted  [19]  were  j)aid  over  to  the 
collector  of  internal  revenue  by  the  studios  in  the 
amounts  and  for  the  years  as  follows: 

19»4  1935 

Metro-(Joldwyn-Mayer  $  6,233.33         $16,394.24 

Paramount  Productions,  Inc 6,600.00  825.00 

Twentieth  Century  Pictures,  Inc 8,937.50 


Total 12,833.33  26,156.74 

Industries,  Ltd.,  filed  its  Federal  corporation  in- 
come and  excess  profits  tax  returns  for  1934  and 
1935  showing  net  income  of  $46,255.60  and  $143,- 
618.53  for  1934  and  1935,  respectively.  As  to  each 
year  the  return  shows  that  the  income  tax  due  was 
less  than  the  amount  withheld  by  the  studios;  the 
ov(^r payment  showm  on  each  return  amounted  to 
$6,473.18  for  1934  and  $6,409.19  for  1935. 

Industries,  Ltd.,  filed  ca])ital  stock  tax  returns 
for  the  fiscal  years  ended  June  30,  1934,  1935,  and 
193)6,  and  (^laimed  exem])tion  from  payment  of  the 
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capital  stock  tax.  After  the  claimed  exemption  was 
denied,  Industries,  Ltd.,  paid  a  capital  stock  tax 
for  each  of  the  years. 

The  petitioner  reported  the  salary  he  received 
from  Industries,  Ltd.,  for  the  taxable  years  1934 
and  1935,  amounting  to  $32,811.66  and  $22,419.09, 
respectively,  and  paid  the  income  tax  due  thereon 
to  the  Federal  Government,  and  paid  an  income  tax 
to  the  State  of  California  for  the  year  1935. 

Industries,  Ltd.,  filed  claims  for  refund  for  the 
amoimt  of  tax  withheld  by  the  studios  over  and 
above  the  amounts  shown  as  due  on  its  income  tax 
returns  for  1934  and  1935.  Additional  claims  for 
refmid  were  filed  by  Industries,  Ltd.,  for  the  refund 
of  all  the  corporation's  income  tax  withheld  from  it 
and  paid  to  the  collector  by  the  studios  in  order  to 
protect  the  corporation's  interest  in  the  event  that 
this  proceeding  should  result  in  the  taxation  of 
income  to  petitioner.  Claims  for  refund  were  also 
filed  for  the  capital  stock  tax  paid  for  the  fiscal 
years.  Subsequent  to  the  taxable  years  and  in  1937 
the  Bureau  of  Internal  Revenue  denied  the  claims 
for  refund  as  to  capital  stock  tax. 

During  the  first  year  of  its  existence.  May  1,  1934, 
to  April  30,  1935,  Industries,  Ltd.,  loaned  petitioner 
$22,520  and  during  the  second  year  it  made  addi- 
tional loans  to  the  petitioner  amounting  to  $78,625. 
The  loans  in  the  first  year  were  made  because  of 
the  extra  expense  to  the  petitioner  of  maintaining 
living  quarters   in  Hollywood   and  London   si'mul- 
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taneously.  The  l(jans  iriade  in  the  second  year  were 
nearly  all  spent  in  the  purchase  of  a  leasehold  in 
London  and  a  valuable  painting.  These  loans  were 
ain])ly  secured  [20]  by  the  assignmnet  of  life  insur- 
ance policies  amounting  to  $100,000  and  by  the 
leasehold. 

Industries,  Ltd.,  was  organized  for  a  business 
purpose.  During  the  taxable  years  the  company 
began  gathering  material  and  preparing  for  future 
pro(hiction.  In  December  1935  it  acquired  an  option 
on  a  play  called  '^The  First  Gentleman."  It  did  not 
begin  production  of  pictures  in  the  taxable  yeai's, 
on  account  of  lack  of  funds.  Subsequent  to  the  tax- 
able years  and  after  the  company  had  accumulated 
sufficient  capital  it  actively  engaged  in  production 
either  on  its  own  accoiuit  or  throTigh  a  subsidiary 
company. 

OPINIOX 

Arnold:  This  proceeding  involves  the  question 
of  whether  petitionei*  or  Industries,  T^td.,  shall  l)e 
taxed  u])on  sums  paid  to  the  cor])oration  by  various 
moving  picture  producers.  The  respondent  con- 
tends tliat  we  should  look  through  the  corporate 
forni  under  which  petitioner's  business  was  alleged 
to  be  conducted  to  the  actual  and  substantial  facts 
and  determine  that  Industries,  Ltd.,  was  organized 
as  a  tax  avoidance  scheme.  The  respondent  asserts 
that  industries,  Ltd.,  was  merely  the  agent  and 
altc!'  eg(^  of  the  ])etitioner,  that  it  served  as  a  con- 
duit or  i)assagewav  for  his  Ilollvwood  earnings  to 
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his  London  bank  acconnt,  and  that  the  agreements 
between  Industries,  Ltd.,  and  the  Hollywood  film 
producers  were  anticipatory  arrangements  for  the 
deflection  of  income.  The  answer  to  respondent's 
contentions  turns  upon  whether  the  corporation 
should  be  recognized  or  disregarded  as  an  entity 
separate  and  apart  from  the  petitioner. 

In  New  Colonial  Ice  Co.  v.  Helvering,  292  L^.  S. 
435,  442,  the  Supreme  Court  stated: 

As  a  general  rule  a  corporation  and  its  stock- 
holders are  deemed  separate  entities  [citing 
cases]  and  this  is  true  in  respect  of  tax  prob- 
lems [citing  cases].  Of  course,  the  rule  is  sub- 
ject to  the  qualification  that  the  sei3arate  iden- 
tity may  be  disregarded  in  exceptional  situa- 
tions where  it  otherwise  would  present  an  ob- 
stacle to  the  due  protection  or  enforcement  of 
public  or  private  rights  [citing  cases]. 

See  also  Groves  v.  Commissioner,  99  Fed.  (2d)  1 79 ; 
Commissioner  v.  Griffiths,  103  Fed.  (2d)  110;  Belle 
G.  Loewenberg,  39  B.  T.  A.— (May  16,  1939).  Li 
our  opinion,  however,  the  facts  herein  fail  to  bring 
this  proceeding  within  any  recognized  exception  to 
the  above  stated  general  rule. 

We  have  found  as  a  fact  that  Industries,  Ltd., 
was  a  business  organization,  managed  by  business 
men,  and  created  for  business  reasons.  Its  failure 
to  engage  extensively  in  the  production  of  motion 
pictures  [21]  during  the  taxable  years  was  reason- 
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ably  explained  as  due  to  a  lack  of  capital.  Subse- 
(luent  events  support  this  explanation.  The  eon- 
tract  of  May  4,  19.34,  indicates  that  the  directors 
of  Industries,  Ltd.,  and  the  j)etitioner  contemplated 
that  Industries,  Ltd.,  would  be  en^agin^  in  motion 
])ictuie  or  theatrical  activities.  The  testimony  of 
one  of  its  directors  and  the  mimites  of  the  directors' 
meeting's  of  Industries,  Ltd.,  esta])lisli  that  as  soon 
as  sufficient  capital  was  accumulated  the  company 
actively  engaged  in  production. 

The  loan  agreements  whereby  petitioner  was  to 
act  for  Hollywood  producers  were  in  accordance 
with  the  general  practice  in  the  industry,  where 
one  studio  or  j)roducer  had  a  long  term  contract  for 
the  services  of  an  actor.  Industries,  Ltd.,  had  such 
a  contract  for  petitioner's  services,  and  the  amount 
which  it  could  realize  therefrom  depended  upon  his 
contimied  po|)ulaiity  with  the  public  and  the  use 
of  his  services  by  the  j)roducing  companies.  While 
Industries,  Ltd.,  had  the  right  to  petitioner's  ex- 
clusive services,  it  was  obligated  to  pay  him  a  sal- 
ary of  more  than  $3,000  \wr  month  for  five  years. 
By  virtue  of  its  loan  agreements  with  studios  and 
its  rights  under  the  assignment  by  j)etitionei'  of 
his  percentage  of  the  gross  receipts  from  '^The 
Private  Life  of  Henry  YlIT/'  the  directors  were 
ab](^  to  ])rovide  the  com])any  with  sufficient  ca])ital 
to  embark  u])on  production  in  their  own  right.  This, 
in  our  o])inion,  was  the  ultimate  aiui  and  ])ur])ose 
For  which  the  com])any  was  organized. 
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We  agree  with  petitioner  that  this  proceeding  is 
in  many  respects  comparable  to  the  situation  in 
Fontaine  Fox,  37  B,  T.  A.  271.  Laughton's  only 
relationship  with  the  contracts  for  the  loaning-  of 
his  services  was  to  consent  to  the  performance  of 
the  services  i^rovided  for  in  such  loan  contracts. 
The  amounts  sought  to  be  taxed  as  petitioner's 
earnings  were  received  by  Industries,  Ltd.,  under 
contracts  between  it  and  the  studios.  There  w^as 
no  assignment  of  future  earnings  or  future  income 
such  as  existed  in  Lucas  v.  Earl,  281  \J.  S.  Ill,  and 
there  is  here  no  occasion  to  apply  the  doctrine  of 
that  case. 

The  fact  that  petitioner  is  a  nonresident  alien 
and  that  Lidustries,  Ltd.,  is  a  foreign  corporation 
is  immaterial  so  far  as  the  present  question  of  law 
is  concerned.  Given  the  same  circumstances  with 
respect  to  a  citizen  of  the  Laiited  States  and  a  do- 
mestic corporation,  the  principle  of  law  wcnild  a]v 
ply  with  equal  force.  The  principal  difference  1)e- 
tween  the  two  classifications  is  that  nonresident 
aliens  and  foreign  corporations  are  subject  to  the 
withholding  provisions  of  sections  143  and  111  of 
the  Revenue  Act  of  1934  with  respect  to  income 
from  sources  within  the  United  States,  which  gen- 
erally speaking  have  no  application  to  citizens  of 
this  country  or  domestic  corporations. 

Considering  the  entire  situation,  we  are  of  the 
opinion  that  Industries,  Ltd.,  is  an  entity  se])arate 
and   apart   from   the   petitioner,   and   [22]   tliat   its 
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iiieome  should  not  be  taxable  to  him.  This  detei'irii- 
iiation  removes  the  necessity  of  considering  any  of 
the  alternative  issues  presented  by  the  pleadings, 
particularly,  in  view  of  the  statements  in  tlie  l)riefs 
of  both  parties  to  the  effect  that  the  sole  question 
presented  was  whether  the  income  of  Industries, 
Ltd.,  was  taxable  to  the  j)etitioner.  Since  other 
adjustments  were  made  by  the  respondent,  the  de- 
ticiencies  should  be  recomputed  in  accordance  here- 
with. 

Decision  will  be  entered  under  Rule  50.  [23] 


United  States  Board  of  Tax  Appeals 
Washinsfton 


Docket  No.  88104 


CHARLES  LAUGHTON, 

Petitioner, 


(^OJMMISSIONER  OF  INTERNAL  REVENUE, 

Respondent. 

DECISION 

Pursuant  to  the  Findings  of  Fact  and  0])inion  of 
the  Board  promulgated  June  15,  1939,  the  respond- 
(Mit  lieroiu  having  on  August  3,  1939,  tiled  a  recom- 
])iitafiou  and  the  petitioner  liaviug  ou  S(e])teTuber  i\ 
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1939,  filed  an  acquiescence  therein,  now  therefore, 
it  is 

Ordered  and  decided:  That  there  are  deficiencies 
in  income  tax  for  the  years  1934  and  1935  in  the 
respective  amounts  of  $289.66  and  $264.22. 

[Seal]  (s)     WILLIAM  W.  ARNOLD, 

Member. 

Entered  Sep.  11,  1939.  [24] 


[Title  of  Board  and  Cause.] 

STIPULATION  OF  VENUE 

Pursuant  to  the  provisions  of  Section  1002  of 
the  Revenue  Act  of  1926,  as  amended  by  Section 
519  of  the  Revenue  Act  of  1934,  it  is  hereby  agreed 
and  stipulated  that  the  decision  of  the  United  States 
Board  of  Tax  Appeals  in  this  proceeding  may  be 
reviewed  by  the  United  States  Circuit  Court  of 
Appeals  for  the  Ninth  Circuit. 

(sd)     SAMUEL  O.  CLARK,  JR. 
Assistant  Attorney  General, 
Attorney  for  Petitioner, 
(sd)     JOHN  B.  MILLIKEN 
(sd)     HARRIET  GEARY 
(sd)     HERSCHEL  B.  GREEN 
Attorney  for  Respondent. 

[Endorsed] :    U.  S.  B.  T.  A.    Filed  Nov.  17,  1939. 
i  [25] 
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[Title  of  Board  and  Cause.] 
PETITION  FOR  REVIEW  AND  ASSIGN- 
MENTS OP  ERROR 

'\\)  the  Honorable  Judges  of  the  United  States  Cir- 
cuit Court  of  Appeals  for  the  Ninth  Circuit: 

Now  comes  the  Commissioner  of  Internal  Reve- 
nue, by  his  attorneys,  Samuel  O.  Clark,  Jr.,  Assist- 
ant Attorney  General,  J.  P.  Wenchel,  Chief  Coun- 
sel, Bureau  of  Internal  Revenue,  and  John  M.  Mo- 
ravvski.  Special  Attorney,  Bureau  of  Internal  Reve- 
nue, and  respectfully  shows: 

I. 

Jurisdiction 

The  petitioner  on  review  is  the  duly  appointed, 
qualitied  and  acting*  Cominissioner  of  Internal 
Revenue,  hereinafter  referred  to  as  the  Conunis- 
sioner,  holding-  his  office  by  virtue  of  the  laws  of  the 
United  States. 

1^he  respondent  on  review,  Charles  Laughton 
(hereinafter  referred  to  as  the  tax])ayer),  is  a  non- 
resident alien  with  address  care  of  [26]  Myron  Selz- 
uick  &  Company,  Inc.  at  9460  Wilshire  Boulevard, 
Beverly  Hills,  California.  The  taxpayer  filed  his 
income  tax  return  for  the  year  1984  with  the  Col- 
lectoi-  (►f  Internal  Revenue  for  the  Third  District 
of  New  York  and  within  the  judicial  circuit  of  the 
Ignited  States  Circuit  Court  of  A])])eals  for  the 
Second  Circuit,  and  his  income  tax  return  for  the 
year  1935  was  filed  with  the  Collector  (^f  Internal 
Hevenue    at    TjOs   Angeles,    California,    and    within 
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the  judicial  circuit  of  the  United  States  Circuit 
Court  of  Appeals  for  the  Ninth  Circuit.  Pursuant 
to  the  provisions  of  Section  1002  of  the  Revenue 
Act  of  1926,  as  amended  by  Section  519  of  the 
Revenue  Act  of  1934,  the  Commissioner  and  the 
taxpayer  have  executed  and  filed  in  this  cause,  a 
stipulation  that  the  decision  of  the  Board  of  Tax 
Appeals  in  this  proceeding  may  be  reviewed  by  the 
United  States  Circuit  Court  of  Appeals  for  the 
Ninth  Circuit. 

II. 
Prior  Proceedings 

On  November  28,  1936  the  Commissioner  deter- 
mined deficiencies  in  income  tax  against  the  tax- 
payer for  the  years  1934  and  1935  in  the  respective 
amounts  of  $23,160.03  and  $81,270.84,  and  sent  by 
registered  mail  a  notice  of  said  deficiencies  in  ac- 
cordance with  Section  272  of  the  Revenue  Act  of 
1934.  Thereafter  and  on  February  12,  1937,  the 
taxpayer  filed  a  petition  for  a  redetermination  of 
said  deficiencies  by  the  United  States  Board  of  Tax 
Appeals.  [27] 

The  case  was  tried  before  the  Board  of  Tax  Ap- 
peals at  Los  Angeles,  California,  on  June  27,  1938. 

On  June  15,  1939,  the  Board  promulgated  its 
findings  of  fact  and  opinion  (40  B.T.A.  101),  and  on 
September  11,  1939,  entered  its  decision  that  there 
are  deficiencies  in  income  tax  for  the  years  1934 
and  1935  in  the  respective  amounts  of  $289.66  and 
$264.22. 
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III. 

Nature  of  (Controversy 

The  question  presented  was  whether  the  coni- 
pensation  in  question  was  taxable  to  the  taxpayer 
for  whose  services  it  was  X)ai(l,  or  to  a  eoiporation 
of  which  he  was  the  soh'  stockholder — Motion  Pic- 
ture and  Theatrical  Industries,  Ltd.,  to  wliicli  the 
payments  were  made.  In  1934  and  1935  tlie  tax- 
payer performed  personal  services  at  Los  Angeles, 
CValifornia,  as  a  motion  picture  actor  in  certain  ])ic- 
tures  produced  by  Metro-Goldwyn-Mayer  Cor])ora- 
tion,  Paramount  Productions,  Inc.,  and  Twentieth 
Century  Pictures,  Inc.  The  compensation  for  such 
personal  services  was  transmitted  to  Motion  Picture 
and  Theatrical  Industries,  Ltd.,  an  English  corpo- 
ration, pursuant  to  taxpayer's  alleged  sale  of  his 
services  to  such  corporation. 

At  the  time  of  the  creation  of  the  British  corpo- 
ration. Motion  Picture  and  Theatrical  Industries, 
Ltd.,  the  taxpayer  was  faced  with  pros})ects  of  large 
income  from  his  talent  as  a  moving  ])icture  actor. 
He  came  to  the  United  States  in  1932  and  was  (mi- 
gaged  in  four  pictures  foi*  Paramount-Publix  Cor- 
X)oration,  predecessor  of  Paramount  Productions, 
Inc.,  and  also  in  one  [28]  picture  for  the  Universal 
Pictures  Corporation.  On  March  29,  1933,  tlu^ 
taxpayer  entered  into  a  contract  with  Paramount 
Productions,  Inc.,  under  the  terius  of  which  one 
picture,  ^'White  Wouian''  was  ])roduced.  Said  con- 
tract also  provided  for  an  o])tion  on  taxpayer's  ex- 
clusive services  in  one  ])icture  to  be  produced  be- 
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tween  April  15,  1934  and  September  15,  1934.  This 
option  was  exercised  by  Paramount  Productions, 
Inc.,  September  15,  1933.  After  completing  the 
l)icture,  "White  Woman '',  the  taxpayer  returned 
to  England  and  on  April  30,  1934,  Motion  Picture 
and  Theatrical  Industries,  Ltd.  was  organized. 

Tlie  compensation  in  question  for  the  taxable 
years  1934  and  1935  that  was  paid  over  to  Motion 
Picture  and  Theatrical  Industries,  Ltd.,  represented 
the  earnings  of  the  taxpayer  for  his  personal  ser- 
vices as  a  motion  picture  actor  in  the  production  of 
motion  pictures.  The  British  corporation  never  pro- 
duced a  picture  or  a  play  during  the  taxable  years, 
and  during  the  first  year  of  its  existence.  May  1, 
1934  to  April  30,  1935,  it  loaned  taxpayer  $22,520, 
and  in  the  second  year  it  made  additional  loans  to 
him  amounting  to  $78,625.00,  the  latter  amount  be- 
ina-  nearly  all  spent  in  the  purchase  of  a  leasehold 
in  London  and  a  valuable  painting. 

The  Commissioner  determined  that  the  compensa- 
ticvu  in  question  was  taxable  to  the  taxpayer.  The 
Board  liowever  held  that  it  was  not  taxable  to  him. 

[29] 
IV. 
ASSIGXMEXTS  OF  ERROR 

The  Commissioner  avers  that  in  the  record  and 
])rocoodiug  before  the  Board  of  Tax  Appeals  and 
ill  \]u'  o])iui<^u  and  final  decision  rendered  and  en- 
tered by  the  Board  of  Tax  Appeals,  manifest  error 
ocr-nrrod    and    intervened    to    the   prejudice   of   the 
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Commissioner  who  now  assigns  the  following  errors 
and  each  of  them,  which  he  avers  occurred  in  said 
recoT'd,  proceeding,  opinion  and  final  decision  so 
rendered  and  entered  hv  the  Board  of  Tax  Ap])eals: 
The  United  States  Board  of  Tax  Appeals  erred — 
L  In  holding  that  there  are  deficiencies  in  in- 
come tax  for  the  years  1934  and  1935  in  the  iesi)ec- 
tive  amounts  of  only  $289.f)6  and  $264.22. 

2.  In  failing  to  hold  that  theie  are  deficiencies  in 
income  tax  for  the  years  1934  and  1935  in  the  re- 
spective amounts  of  $23,160.03  and  $81,270.24. 

3.  In  holding  that  Motion  Picture  and  Theat- 
rical Industries,  Ltd.,  is  an  entity  separate  and 
apart  from  the  taxpayer. 

4.  In  holding  that  the  corporate  entity  of  ^fo- 
tion  Picture  and  Theatiical  Industries,  Ltd.,  must 
be  recognized. 

5.  In  holding  that  the  amounts  paid  by  Metro- 
Goldwyn-Mayer  Cor])oration,  Paramount  Produc- 
tions, Inc.,  and  Twentieth  Century  Pictures,  Inc., 
for  taxpayer's  services  were  income  of  Motion  Pic- 
ture and  Theatrical  Industries,  I^td.,  and  not  tax- 
able to  taxpayer.  [30] 

6.  In  failing  to  hold  that  on  the  facts  an  ex- 
ceptional situation  is  here  i)resented  where  the 
recognition  of  the  corporate  entity  of  Motion  Pi(^- 
ture  and  Theatrical  Industries,  Ltd.,  ])resents  an 
obstacle  to  the  due  protection  and  enforcement  of 
public  rights. 

7.  In  failing  to  hold  that  the  amounts  paid  by 
Metro-Goldwyn-Mayer      Corporation,      Paramount 
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Productions,  Inc.,  and  Twentieth  Century  Pictures, 
Inc.,  for  taxpayer's  services  are  taxable  to  him. 

8.  In  failing  to  hold  that  the  arrangement  be- 
tween the  taxpayer,  Motion  Picture  and  Theatrical 
Industries,  Ltd.,  and  Metro-Goldwvn-Maver  Cor- 
poration,  Paramount  Productions,  Inc.,  and  Twen- 
tieth Century  Pictures,  Inc.,  was  an  anticipatory 
arrangement  designed  to  prevent  the  amounts  paid 
for  taxpayer's  services  from  vesting  immediately 
in  taxpayer. 

9.  In  failing  to  hold  that  the  purpose  of  Con- 
gress to  tax  payments  for  services  to  the  party 
performing  such  services  can  not  be  frustrated  by 
such  anticipatory  arrangement  w^hether  it  be  desig- 
nated a  transfer  of  future  income  or  future  services. 

10.  In  failing  to  hold  that  the  personal  earn- 
ings of  the  taxpayer  are  taxable  in  their  entirety 
to  him. 

11.  In  failing  to  hold  that  the  amounts  paid  by 
Metro-Goldwyn-Mayer  Corporation,  Paramount 
Productions,  Inc.,  and  Twentieth  Century  Pictures, 
Inc.,  for  taxpayer's  services  represented  compen- 
sation for  perso]ial  service  taxable  to  him.  [31] 

12.  In  failing  to  hold  that  the  amounts  paid  by 
^Metro-Goldwyn-Mayer  Corporation,  Paramount 
Productions,  Inc.,  and  Twentieth  Century  Pictures, 
Inc.,  for  taxpayer's  services  are  taxal)le  to  the  tax- 
payer under  Section  45  of  the  Revenue  Act  of 
1934. 

13.  In  holdino'  that  T^Fotion  Picture  and  Theat- 
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rical  Industries,   Ltd.,  was  forined   for  a  business 
purpose. 

14.  In  failing-  to  hold  that  Motion  Picture^  and 
Theatrical  Industries,  Ltd.,  was  not  formed  for  a 
l)usiness  purpose. 

15.  In  failing  to  hold  that  Motion  Picture  and 
Theatrical  Industries,  Ltd.,  did  not  serve  a  business 
purpose  in  connection  with  tlie  inconie  received 
during  the  taxable  years  in  question. 

16.  In  that  its  decision  was  not  supported  by 
the  evidence  and  is  contrary  to  law. 

Wherefore,  the  Commissioner  j)etitions  that  the 
decision  of  the  Board  of  Tax  Ay)y)eals  be  reviewed 
by  the  United  States  Circuit  Court  of  A])])eals  for 
the  Ninth  Circuit,  that  a  transcript  of  the  in^cord 
be  prepared  in  accordance  with  law  and  with  tlie 
rules  of  said  Court  and  transmitted  to  the  Clerk 
of  said  Court  for  tiling,  and  that  a])propriate  action 
be  taken  to  the  end  that  the  errors  com])lained  of 
may  be  reviewed  by  said  Court. 

(sd)     SAMUEL  O.  (T.ARK,  JR. 
Assistant  Attorney  General 
(Signed)     J.   P.  W1^:N(^HEL 

RLW 
Chief  Counsel,  Bureau  of 
Internal  Revenue. 
Of  Counsel: 

JOHN  M.  MORAWSKI, 
Special  Attorney, 
Bureau  of  Internal  Revenue.  [32] 
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United  States  of  America 
District  of  Columbia — ss. 

John  M.  Moravs'ski,  being  duly  s^YO^n,  says  that 
he  is  a  Special  Attorney  in  the  Bureau  of  Internal 
Revenue  and  as  such  is  duly  authorized  to  verify 
the  foregoing  petition  for  review;  that  he  has  read 
said  petition  and  is  familiar  with  the  contents 
thereof ;  that  said  petition  is  true  of  his  o^^^i  knowl- 
edge except  as  to  the  matters  therein  alleged  on 
information  and  belief,  and  as  to  those  matters  he 
])e1ieves  it  to  be  true. 

(sd)     JOHN  M.  MORAWSKI 
Special  Attorney,  Bureau  of 
Internal  Revenue. 
Sworn  and  subscribed  to  before  me  this  22nd  day 
of  November,  1939. 

(sd)     GEORGE  W.  KREIS 

Notary  Public. 

My  commission  expires  Nov.  15,  1942. 

[Endorsed] :    U.  S.  B.  T.  A.  Filed  Nov.  28,  1989. 

[33] 


vs.  Charles  Laiighton  43 

[Title  of  Board  and  Cause.] 

NOTICE   OF   FILING   PETITION 
FOR  REVIEW 

To:  John  B.  Milliken,  Es(i., 
Herschel  B.  Green,  Esq., 
Harriet  Geary, 

808  Bank  of  America  Building, 
Los  Angeles,  California. 

You  are  hereby  notified  that  the  Commissioner 
of  Internal  Revenue  did  on  the  28th  day  of  No- 
vember, 1939,  file  with  the  derk  of  tlie  Ignited 
States  Board  of  Tax  Appeals,  at  Wasliington,  D. 
(\,  a  petition  for  review  by  the  United  States  Cir- 
cuit Court  of  Appeals  for  the  Ninth  Circuit,  of 
the  decision  of  the  Board  heretofore  rendered  in 
the  above-entitled  cause.  A  copy  of  the  petition 
for  review  and  the  assignments  of  eri'or  as  filed  is 
hereto  attached  and  served  upon  you. 

Dated  this  28th  day  of  November,  1939. 

(Signed)     J.  P.  WENCHEL, 
t'hief  Coimsel,  Bureau  of 
Internal  Revenue. 
Personal  service  of  the  above  and  Foiegoinu  no- 
tice, together  with  a  co])y  of  the  petition  for  review 
and  assignments  of  error  mentioned  thei'ein,  is  here- 
by acknowledged  this  1st  day  of  December,  1939. 
(sd)     JOHN  B.  MILLIKEX 
(sd)     HARRIET  GEARY 
(sd)     HERS(TiEL  B.  GREI7N 
Counsel  for  Res])ondent  on 
Review. 

[Endorsed]:     U.  S.  B.  T.  A.  Filed  Dec.  7,  1939. 

[34] 
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[Title  of  Board  and  Cause.] 

NOTICE   OF   FILING   PETITION 
FOR  REVIEW 

To:  Charles  Laughton, 

c/o  Myron  Selznick  &  Company,  Inc., 
9460  Wilshire  Boulevard, 
Beverly  Hills,  California. 

You  are  hereby  notified  that  the  Commissioner 
of  Internal  Revenue  did  on  the  28th  day  of  Novem- 
ber, 1939,  file  Avith  the  Clerk  of  the  United  States 
Board  of  Tax  Appeals,  at  Washington,  D.  C,  a 
petition  for  revie^Y  by  the  United  States  Circuit 
Couit  of  Appeals  for  the  Ninth  Circuit,  of  the  de- 
cision of  the  Board  heretofore  rendered  in  the 
above-entitled  cause.  A  copy  of  the  petition  for 
review  and  the  assignments  of  error  as  filed  is 
hereto  attached  and  served  upon  you. 

Dated  this  28th  day  of  November,  1939. 

(Signed)     J.  P.  WENCHEL, 
Chief  Comisel,  Bureau  of 
Internal  Revenue. 
Personal  service  of  the  above  and  foregoing  no- 
tice, together  with  a  copy  of  the  petition  for  review 
and  assignments  of  error  mentioned  therein,  is  here- 
by acknowledged  this  4  day  of  December,  1939. 

(sd)     CHARLES   LAUGHTOX, 
Respondent  on  Review. 

[Endorsed]:     U.  S.  B.  T.  A.  Filed  Dec.  7,  1939. 

[35] 
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[Title  of  Board  and  Cause.] 

STATEMENT  OF  EVIDENCE 

The  above-entitled  cause  came  on  for  hearing  at 
Los  Angeles,  California,  June  27,  1938  before  the 
Honorable  W.  W.  Arnold,  member  of  the  United 
States  Board  of  Tax  Appeals,  there  being  present 
the  petitioner  by  his  counsel,  John  B.  Milliken, 
Esq.,  Herschel  B.  Green,  Esq.,  and  Hariiet  Geary, 
and  the  Commissioner  by  his  counsel,  Alva  C.  Baird. 
Thereupon,  the  following  proceedings  were  liad: 

A  stipulation  of  facts,  together  with  exhibits,  was 
received  in  evidence  and  is  hereby  included  and 
will  be  designated  as  a  part  of  this  statement  of 
evidence. 

Whereupon,  the  following  occurred : 

Mr.  Milliken:  In  the  petition  filed  in  this 
case,  there  was  of  course  attached  to  the  pe- 
tition a  copy  of  the  90-day  letter  issued  by 
respondent.  I  desire  to  first  refer  to  page  2 
of  such  90-day  letter  with  respect  to  year  1934 
wherein  is  set  forth  ^' Gross  salary  actually 
earned,  from  Metro-Goldwyn-Mayer  Studios, 
$45,333.33",  and  from  Paramount  Studios, 
$48,000.00. 

And  then,  on  ])age  4  of  the  90-day  letter,  it  sets 
forth  for  the  year  1935: 

'^Gross  salary  actually  earned: 

Metro-Goldwyn-Mayer   Studios $118,428.59 

Paramount  Studios  9,000.00 

Twentieth  Century  Pictures,  Inc 65,tKX).()()" 

[36] 
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Those  sums  have  been  changed  somewhat  in 
the  stipulation  referred  to,  in  inconsequential 
amounts.  I  should  like,  if  comisel  for  the  re- 
spondent would  agree  to  the  stipulation  that 
the  sums  of  money  which  I  have  just  read  into 
the  record  from  the  90-day  letter  were  and  are 
the  identical  sums  of  money  which  respondent 
in  his  90-day  letter  seeks  to  add  to  and  include 
in  the  income  of  this  petitioner,  Charles  Laugh- 
ton. 

Mr.  Baird:  Just  a  minute.  That  is  true, 
with  one  possible  exception  (examining  docu- 
ment). Mr.  Milliken,  that  is  true,  and  we  will 
so  stipulate,  with  this  exception,  that  the  $20,- 
000.00  item  on  page  4,  ^^net  salary  reported" — 
in  other  words,  the  additional  amount  is  $171,- 
482.82,  and  not  $192,428.59. 

Mr.  Milliken:  Well,  the  point  is,  I  am  en- 
deavoring to  save  time,  and  I  am  sure  we  do 
agree  that  the  sums  here  which  were  paid  to 
the  corporation  and  on  which  the  corporation 
tax  had  been  withheld  are  the  same  sums  which 
tlie  Commissioner,  by  ignoring  the  corporation, 
now  includes  in  the  income  of  the  petitioner, 
Charles  Laughton,  over  which  we  are  here,  now, 
in  controversy. 

Mr.  Baird:  That  is  right;  in  other  words, 
you  want  me  to  stipulate  that  the  amounts  paid 
to  tlie  corporation  are  the  amounts  involved  in 
tliis  coutroversv. 
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Mr.  Milliken:     Yes. 

The  Member:     Very  well,  it  is  so  understood. 

Thereupon,  the  following-  documents  weie  re- 
ceived in  evidence:  Federal  income  tax  retuiiis  of 
Charles  Laughton  for  the  calendar  years  1934  and 
1935  and  marked  taxi3ayei''s  Exhibits  1  and  2  re- 
spectively; individual  income  tax  return  for  the 
calendar  year  1935,  tiled  with  the  State  of  (Califor- 
nia by  Charles  Laughton,  and  marked  taxpayer's 
Exhibit  3;  income  and  excess-profits  tax  leturn  of 
Motion  Picture  &  Theatrical  Industries,  Etd.  for 
the  calendar  year  1934  and  marked  tax])ayer\s  ex- 
hibit 4:  capital  stock  tax  return  of  Motion  Picture 

6  Theatrical  Industries,  Ltd.,  foi*  the  year  endins^ 
June  30,  1934,  and  marked  taxpayer's  Exhibit  5; 
income  and  excess-profits  tax  return  of  Motion  Pic- 
ture &  Theatrical  Industries,  Ltd.,  for  the  calendar 
year  1935  and  marked  taxpayer's  Exhibit  6;  ca])ital 
stock  tax  returns  of  Motion  Pictui-e  &  Theatrical 
Industries,  Ltd.,  for  the  years  ending-  June  :>(),  1935 
and  June  30,  1934,  and  marked  tax])ayer's  Exhibits 

7  and  8,  respectively:  claim  for  refund  dated  Xo- 
vember  9,  1936  by  Motion  Pi(4ur(^  S:  Theatrical  In- 
dustries, Ltd.,  with  respect  to  tax  withheld  at  source 
from  that  corporation,  and  markcnl  taxpayer's  Ex- 
hibit 9;  claim  for  refund  dated  Xovember  9,  1936, 
with  [37]  respect  to  tax  withheld  at  source,  for  and 
on  behalf  of  Motion  Picture  &  Theatrical  Indus- 
tries,   Ltd.,    and    marked    taxpayer's    Exhibit    10; 
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claims  for  refund  of  Motion  Picture  &  Theatrical 
Industries,  Ltd.,  in  the  sums  of  $6,409.19  and  $26,- 
156.74,  both  for  the  calendar  year  1935,  and  marked 
tax])ayer's  Exhibits  11  and  12,  respectively;  claims 
for  refund  of  capital  stock  tax,  filed  by  Motion  Pic- 
ture &  Theatrical  Industries,  Ltd.,  in  the  sums  of 
$1,294.58,  $1,220.37,  and  $750.00  for  the  years  end- 
ing June  30,  1934,  June  30,  1935  and  June  30,  1936, 
res]>ectively,  and  marked  taxpayer's  Exhibits  13, 
14,  and  15,  respectively;  a  letter  from  D.  S.  Bliss, 
Deputy  Commissioner,  to  Motion  Picture  &  The- 
atrical Industries,  Ltd.,  rejecting  the  claims  for  re- 
fund of  capital  stock  tax  for  the  years  ended  June 
30,  1934,  1935  and  1936,  and  marked  taxpayer's 
Exhibit  16;  a  letter  from  D.  S.  Bliss  to  Motion 
Picture  &  Theatrical  Industries,  Ltd.,  dated  April 
1,  1938,  allowing  tlie  claim  for  exemption  of  the  cor- 
poration from  the  capital  stock  tax  for  the  year 
ended  June  30,  1937,  and  marked  taxpayer's  Ex- 
hibit 17. 

Said  taxpayer's  Exhibits  1  to  17,  inchisive,  are 
hereby  included  and  will  be  designated  as  a  part 
of  this  statement  of  evidence. 


MR.  ALFRED  TREGEAR  CHEXHALLS, 

])eir'.g  first  didy  sworn,  testified  on  behalf  of  the 
tax]^ayer  as   follows: 

I  reside  at  10  Hyde  Park  Mansions,  London,  Eng- 
land, i  am  a  chartered  accountant.  I  was  trained 
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(Testimony  of  Mr.  Alfred  Tregear  Chenhalls.) 
as  eliartered  accountant  for  six  years,  and  I  [38] 
have  been  in  practice  as  a  chartered  accountant 
ill  London  for  sixteen  years.  After  that,  I  was  jnil)- 
lic  auditor  appointed  by  the  English  Government, 
and  Fe]U)\v  of  tlie  Royal  Statistical  Society.  I  have 
been  associated  in  a  })rofessional  way  with  Mr. 
Charles  Laughton  for  over  five  years  past.  iVs  to 
the  nature  of  my  j)rofessional  association  with  Mr. 
Tjaughton,  I  have  been  his  complete  financial  ad- 
viser, both  personally  and  in  relation  to  this  com- 
])any.  Tn  my  work  as  chartered  accountant  in  Eng- 
land, for  tlie  years  I  have  testified  to,  I  have  spe- 
cialized in  work  appertaining  to,  I  suppose,  all 
branches  of  theatrical  and  film  w^ork.  Mr.  Laughton 
continually  discussed  t,ie  matter  of  the  organization 
of  Motion  Picture  &  Theatrical  Industries,  Ltd., 
witli  m('  for  at  least  a  year  or  perhaps  eighteen 
montlss  l)efore  it  was  incMU'porated  in  April,  1934. 

Q.  Will  you  please  state  to  the  Board  the 
nature  of  the  discussion  which  you  had  with 
Mr.  Laughton  concerning  the  organization  of 
this  corporation? 

A.  I  will.  Mr.  Laughton  has  a  theory  that 
actors  always  die  poor,  and  producers  die  rich. 
He  was  not  content  to  retain  this  status  of  a 
film  star.  His  successes  are  yevy  recent.  Tt  was 
oidy  in  1932  that  he  made  the  first  film  from 
win  eh  he  derived  monev.  He  saw,  ou  all  sides 
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(Testimony  of  Mr.  Alfred  Tregear  Chenhalls.) 

actors  making  a  great  deal  of  money  but  dying 
poor. 

Thereupon  counsel  for  Commissioner  objected  to 
the  witness  answering  that  question  and  all  other 
questions  of  similar  import,  on  the  ground  that  he 
relies  on  conclusions  as  to  what  was  in  the  mind 
of  the  taxpayer,  that  the  question  calls  for  an  an- 
swer which  is  hearsay,  and  it  would  be  in  the  nature 
of  a  self-serving  declaration,  that  he  is  precluded 
from  making  any  cross  examination  of  the  taxpayer, 
and  that  this  same  objection  goes  to  all  of  the  ques- 
tions of  this  same  nature.  [39] 

The  Board  Member  ruled  that  the  testimony  will 
be  received  subject  to  the  objection,  and  that  the 
objection  goes  to  the  entire  course  of  testimony 
along  this  line.  The  Member  noted  an  exception 
for  the  Commissioner. 

Mr.  Milliken:  However,  both  reserving  ex- 
ceptions depending  upon  the  ruling  your  Honor 
will  make? 

The  Member:     Yes. 

By  Mr.  Chenhalls : 

I  am  a  director  in  and  accountant  to  Motion  Pic- 
ture &  Theatrical  Industries,  Ltd.  A  director  is, 
ipso  facto,  an  officer  of  the  corporation.  As  to  Mr. 
Laughton's  statements  to  me  with  respect  to  the 
occasion  and  need  for  this  corporation: —  Mr. 
Laugbton  used  to  talk  to  me  about  it  continuallv 
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(Testimony  of  Mr.  Alfred  Tregear  Chenhalls.) 

and  say  clearly  that  it  was  his  y)urpose — no,  not 
for  roe  to  tell  you  the  inferences — but  he  told  me 
it  was  his  theory  that,  as  an  actor,  he  would  die 
j)oor.  He  had  a  Gerald  du  Maurier  in  mind  who 
di(Hl  poor,  and  he  said  that  he  was  determined, 
while  he  was  on  the  crest  of  the  wave,  to  safe-guard 
his  resources,  that  he  would  engage  the  services 
of  the  finest  writers  in  New  York,  and  tc^chnicians, 
and  cameramen  and  form  a  renaissance  of  the 
British  film  industry.  It  was  a  matter  of  common 
knowledge  that  the  industry  in  England  was  at 
a  low  ehl);  a  few^  years  later  it  crashed.  All  this, 
he  told  nu*,  countless  times.  He  figured  that  if  any- 
thing Y'j^ni  wrcmg  with  him,  if  he  had  any  adverse 
experiences  in  an  action  at  law,  or  in  case  of  fire, 
or  anything  like  that,  everything  could  be  taken. 
It  is  the  normal  course  in  England  to  form  a  corpo- 
rati(m.  lie  did  it  for  that  purpose.  He  had  no  idea 
of  evading  American  taxes  or  English  taxes.  These 
discussions  took  ]dace  [40]  before,  continually,  for 
over  two  yea  is  before  the  organization  of  the  cor- 
])oratiou.  I  am  the  accountant  of  Motion  Picture 
&:  Theatrical  Industries,  Ltd.,  as  well  as  of  Mr. 
Laughton  personally.  The  books  of  account  and 
records  of  that  company  haA^e  to  be,  by  our  English 
law,  kept  under  my  control.  As  to  whether  Motion 
Picture  &  Theatrical  Industries,  Ltd.  paid  agent's 
commissioiis  with  respect  to  the  sums  which  I 
lieard   yon   identify  hei*etofore   as   received  bv   the 
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corporation,  wliicli  the  Commissioner  of  Internal 
Revenue  now  proposes  to  tax  to  Mr.  Laughton  in- 
dividually : —  They  did  pay  ten  percent  commissions. 
Frank  Joyce  and  Myron  Selznick  were  the  theatri- 
cal agents  of  Motion  Picture  &  Theatrical  Indus- 
tries, Ltd.  By  totalling  the  agency  book,  I  find  that, 
in  1934,  the  Motion  Picture  and  Theatrical  Indus- 
tries, Ltd.  paid  Myron  Selznick  and  Frank  Joyce 
as  agent's  commissions  $8,433.32,  and  in  1935,  pay- 
ment is  shown  of  $19,921.23,  a  total  of  $28,354.55. 

Whereupon,  the  parties  stipulated  that  those 
agent's  commissions  which  were  paid,  as  testified 
to  by  Mr.  Chenhalls,  relate  to  the  identical  sums 
which  were  earned  from  the  three  studios  in  the 
two  years;  that  is  set  forth  in  the  stipulation. 

Thereupon,  the  witness  resumed  his  testimony 
as  follows:  Motion  Picture  &  Theatrical  Industries, 
Ltd.,  had  an  attorney,  Mr.  Loyd  Wright,  in  America 
from  late  in  May,  1934,  for  the  balance  of  the  year 
1934  and  for  1935.  Mr.  Loyd  Wright  was  employed 
by  the  corporation  simply  for  carrying  through 
contracts  between  the  corporation  and  the  fihn 
studios. 

Q.  And  were  they  the  contracts  with  Metro- 
Gold  wyn -Mayer,  Paramount  Productions,  Inc., 
and  Twentieth  Century  Pictures,  which  you 
have  heard  me  refer  to  as  the  sums  received 
by  the  corporation  through  these  years'? 

A.  Yes,  Mr.  Loyd  Wright  carried  out  all 
those.  [41] 
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As  to  what  fees  the  corporation  paid  to  Mr.  Loyd 
Wright  for  that  service  in  1934  and  1935:—  I  can 
tell  you  that  exactly  (examining  books).  They  i)aid 
him  altogether,  including  a  very  large  sum  of  dis- 
bursements, $8,000.00.  That  was  paid  in  1935.  His 
first  account  for  work  from  May  or  June  of  1934 
to  the  end  of  1934  was  rendered  and  paid  on  Janu- 
ary 2,  1935,  for  $5,000.00.  His  second  account  was 
rendered  and  paid  on  December  10,  1935,  for  $3,- 
000.00,  making  the  total  sums  paid  to  Loyd  Wright 
for  both  years  $8,000.00. 

I  am  familiar  with  the  contract  which  Charles 
ijaughton  executed  under  date  of  May  4,  1934,  with 
Motion  Picture  &  Theatrical  Industries,  Ltd., 
wdiereby  he  gave  his  exclusive  services  to  that  cor- 
])oratiou.  (Counsel  for  taxpayer  then  stated  that 
said  ccmtract  has  been  introduced  as  an  exhil)it 
in  this  case  and  in  that  contract  it  sets  forth  that 
they  iMv  to  pay  him  for  a  ])eriod  of  five  years  hence 
tlu^  sum  of  one  hundred  and  fifty  pounds  per  week.) 
The  coi'poration  has  ])aid,  beginning  with  1934, 
down  to  date,  that  sum  weekly  to  Mr.  Laughton, 
])ursuaut  to  that  contract. 

I  am  supposed  to  be  an  expert  on  the  tax  la^^"s 
of  Great  Britain. 

Q.  Has  Great  Britain  attem])ted  to  ignore 
this  corporation  and  \o  tax  tlie  entire  proceeds 
of  Charles  Lamrhtou? 
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Mr.    Baircl:     We    object    to    that    as    being 
wholly  irrelevant  and  immaterial. 
The  Member:     Objection  sustained. 
Mr.  Milliken:     I  note  an  exception. 
The  Member:     Exception  noted.  [42] 

By  Mr.  Milliken: 

Q.  Have  you  here  an  official  document  re- 
lating to  the  way  in  which  the  British  tax  au- 
thorities consider  the  Motion  Picture  &  Theatri- 
cal Industries,  Ltd.? 

A.     I  have,  yes. 

Q.  Does  that  official  document  show  that 
the  authorities  have  recanted  from  any  such 
position  as  is  now  being  taken  by  the  United 
States  of  America?  A.     It 

Mr.  Baird:  (Interposing)  I  move  that  the 
answer  be  stricken;  we  object  to  it  as  irrele- 
vant and  immaterial. 

The  Member:  The  motion  is  o-ranted,  and 
the  objection  is  sustained. 

Mr.  Milliken:     May  T  make  an  offer  of  proof. 

The  Member:     Yes. 

Mr.  Milliken:  Counsel,  if  ])ermitted  to, 
would  be  able  to  show  that,  under  date  of  May 
7,  1938,  the  English  Government  had  heard 
something  of  the  demands  of  the  Government 
of  the  United  States,  and  asked  Mr.  Chenhalls 
to  prepare  and  forward  to  the  Clerk  of  the 
Special  Commissioner  of  Income  Tax  of  Eng- 
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land  a  statement  covering  and  including  the 
operations  of  this  corporation.  The  record 
would  further  show,  if  counsel  were  ])erinitted 
to  file  it,  that  under  date  of  May  11,  1938,  the 
Office  of  The  Special  Commissioner  of  Income 
Tax  of  England,  after  the  consideration  of  its 
pages,  on  May  7,  1938,  with  immediate  alacrity 
— only  four  days — decided  that  there  was  no 
substance  to  such  position. 

The  Member:  May  I  ask  what  is  the  pur- 
pose of  that  offer? 

Mr.  Milliken:  In  the  first  place,  your  Honor 
has  a  very  solemn  duty  in  disregarding  a  cor- 
poration of  England,  which  we  will  show  has 
had  a  honafide  existence  over  all  this  period, 
and  in  setting  it  aside,  when  England  which  is 
the  only  government  having  the  self-same  laws 
we  ]iav(^  here,  having  the  same  problem  ])re- 
sented  to  it  as  your  Honor  has  here,  has  deter- 
mined the  matter. 

The  Member:  Is  it  your  position  that  the 
action  of  the  Government  of  England  is  bind- 
ing? 

Mr.  Milliken:  No,  it  is  not.  T  think  it  is 
merely  an  aid  in  construction.  [43] 

The  Member:  That  is  the  purjx^se  for  which 
you  are  offering  it? 

Mr.  Milliken :  T  do  not  offer  it  as  binding 
on  the  T'^nited  States  Government. 
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The  Member :     I  fail  to  see  its  materiality. 
Mr.  Milliken :     I  note  an  exception. 
The  Member :     Exception  noted. 

By  Mr.  Milliken : 

Q.  Mr.  Chenhalls,  has,  to  your  knowledge, 
Mr.  Laiighton,  since  May  4,  1934,  engaged  in 
any  work  whether  it  related  to  motion  picture 
work,  acting  on  the  stage,  over  the  radio,  or 
any  other  professional  performance,  that  he 
has  not  acted  through  or  pursuant  to  his  con- 
tract with  Motion  Picture  &  Theatrical  Indus- 
tries, Ltd.  whereby  they  have  exclusive  right 
to  his  services'? 

Mr.  Baird:  AVe  object  to  that  because  that 
is  practically  the  issue  in  this  case.  It  is  true 
that  there  was  a  corporation  organized;  there 
is  no  dispute  about  that.  The  articles  of  incor- 
poration, or  what  correspond  thereto,  are  in 
evidence.  The  contract  the  petitioner  made  with 
the  British  company  is  in  evidence,  but  the 
issue  is  whether  or  not  the  Board  is  going  to 
disregard  the  form  and  look  to  the  substance. 
Furthermore,  it  calls  for  a  conclusion  by  this 
witness. 

The  Member:  Read  the  question,  please,  Mr. 
Reporter. 

(Whereupon,  the  reporter  read  the  pending 
question,  as  recorded.) 
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The  Member:     The  witness  may  answer. 
Mr.  Baird:     I  note  an  exception. 
The  Member:     Exception  noted. 

By  Mr.  Milliken: 

Q.     Answer  the  question,  j)lease. 

A.  He  has  done  such  performances,  but  not 
outside  of  the  scope  of  his  contract.  The  di- 
rectors would  not  allow  him  to  do  so.  [44] 

Q.  Mr.  Chenhalls,  has  Mr.  T.aughton — and 
I  am  asking  you  as  an  officer  or  director  of 
the  corporation  and  an  accountant — done  any 
work  for  charity,  with  respect  to  principals  or 
otherwise  ? 

A.  Mr.  Laughton  has.  He  acted  on  the  stage 
last  Christmas,  and  gave  the  whole  of  the  pro- 
ceeds to  charity,  but  owing  to  the  service  agree- 
ment of  May  4,  1934,  the  corporation  had  to  re- 
ceive the  ])roceeds,  to  7)ay  the  tax  on  them,  but 
in  s])ite  of  that  handed  it  over  to  charity. 

I  have  a  minute  book  of  Motion  Picture  &  Theat- 
rical Industries,  Ltd.,  with  me.  I  have  had  prepared 
and  notarized  before  the  American  Consul  verbatim 
copies  of  all  the  minutes  of  the  meetings  of  Motion 
Picture  &  Theatrical  Industries,  Ltd. 

Examination  By  Mr.  Baird: 
As  to  whether  I  was  present  at  any  of  the  meet- 
ings referred  to  iu  this  minute  book: —  not  in  the 
meetings,   for  tlu^  fiist  two  vears  of  the  existence 
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of  the  corporation,  that  is,  for  1934  and  1935  and 
part  of  1936.  I  did  not  make  any  of  the  entries 
in  this  book  relating  to  the  years  1934  and  1935. 
I  was  in  America  during  a  portion  of  1934  and 
durmg  a  portion  of  1935,  at  ^Yhich  time  some  of 
the  meetings  referred  to  in  this  minute  book  were 
held.  Those  meetings  were  held  in  London.  This 
book  was  not  kept  by  me  personally.  It  has  been 
kept  personally  by  me  since  I  was  appointed  a 
director^  in  the  early  summer  of  1936,  I  think.  Prior 
to  that  I  was  not  a  director  or  officer  of  the  com- 
pany. As  to  whether  I  had  been  an  auditor  or  ac- 
countant for  the  company  prior  to  the  early  part 
of  1936: —  Xo;  auditors  had  been  appointed,  but 
they  did  not  act  practically  until  January,  1938. 
The  accountant  of  the  company  then  was  Mr. 
Shipley,  and  I  believe  the  writing  [45]  in  that 
book  is  that  of  Mr.  Shipley  or  of  his  staff.  I  do 
not  know  what  mdividual  did  the  writing  of  the 
book,  whether  it  was  Mr.  Shipley  or  someone  else. 

Examination  By  The  Member: 

That  is  the  original  minute  book  of  the  corpora- 
tion. I  cannot  say  the  minutes  were  made  by  an 
officer  of  the  corporation  who  was  duly  authorized 
to  make  such  entries.  I  know  that  is  the  original 
minute  l)ook  of  the  corporation  because  I  have  kept 
it  for  the  past  two  years.  My  testimony  goes  to  the 
extent  that  that  whole  book  is  the  original  minute 
book  of  the  corporation.  I  know  that  is  true  because 
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these  minutes  have  been  signed  by  Mr.  GuedaUa 
who  has  been  chairman  of  the  corporation  through- 
out. I  can  infer  by  the  signature  of  Mr.  Thiedalla 
tliat  that  minute  book  was  kept  by  a  person,  an 
officer  of  the  corporation  authorized  to  keep  the 
minutes. 

Examination  by  Taxpayer's  Counsel: 

I  am  familiar  with  Mr.  Guedalla's  handwriting. 
I  find  tliat  he  has  counter-signed  the  minutes.  I  am 
able  to  identify  that  as  his  signature. 

Q.  That  was  the  minute  book  that  was 
turned  over  to  you  by  the  corporation  to  cheek 
that  with  the  minutes  in  which  you  were  a 
participants  A.     Yes. 

(A  co])y  of  said  minutes  was  received  in  evidence 
as  tax])ayer's  Exhibit  18,  and  is  hereby  included 
and  will  be  designated  as  a  ]^art  of  this  statement 
of  evidence.) 

I  have  a  stock  register  book  of  the  cor])oration. 
I  recognize  the  handwriting  as  when  T  became  of- 
ficial director  of  this  cor])oration.  As  to  [46] 
whc^tlu'T  tliat  book  was  handed  to  me  as  an  officer 
director  of  the  corporation,  as  its  official  stock 
register  book: —  it  was,  and  T  had  to  verify  every 
(Mitry  iK'fore  1  could  continue  with  it,  and  I  did 
verify  CA'cry  entry  in  it.  ]\[r.  Laughton,  in  monies, 
paid  six  thousand  pounds  in  cash  for  share  hold- 
ings in  this  corporation. 
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Q.  Did  Mr.  Laughton  also,  to  your  knowl- 
edge, turn  over  the  percentage  which  he  had 
coming  to  him  with  respect  to  a  picture  which 
he  had  made  in  England  known  as  The  Pri- 
vate Life  of  Henry  VIII? 

A.  He  did;  that  is  also  mentioned  in  the 
agreement  you  have  agreed  to. 

Q.     Dated  May  4,  1934? 

A.     Yes,  it  is  part  of  the  consideration. 

Q.  Did  the  corporation  receive  any  siuns 
of  money  from  additional  income  Laughton 
had  in  the  percentage  in  The  Private  Life  of 
Henry  YIII? 

A.     It  did  then,  and  has  been  ever  since. 

Q.  Were  those  a  considerable  sum  or  a  nomi- 
nal sum  of  money? 

A.     A  considerable  sum. 

I  have  the  cash  books,  as  regards  the  American 
accountancy  and  as  regards  the  English  account- 
ancy. I  have  verified  every  item  from  the  beginning 
of  the  company  partly  because  it  was  Mr.  Laugh- 
ton's  instruction,  and  partly  because  the  auditing 
had  not  been  done  by  Price  Waterhouse  &  Co.  and 
I  had  to  get  the  records  retrospectively  for  their 
audit  of  the  three  years  which  did  not  take  place 
until  January,  1938.  I  have  checked  and  verified 
each  item  appearing  under  those  accounts.  I  have 
testified    that    the    corporation    paid    Mr.    Charles 
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Laughton  150  pounds  a  week,  and  has  done  so  con- 
tinuously.  [47] 

Q.  Will  you  tell  his  Honor  what  other  busi- 
ness in  the  way  of  expenditures  this  corpora- 
tion has  engaged  in  from  1934  down  to  the 
present  time. 

Mr.  Baird:  We  object  to  the  question  as 
taking  in  too  much  territory:  we  are  not  con- 
cerned with  it  down  to  the  present  time — this 
is  1938. 

The  Member  overruled  the  objection  and  noted 
an  excey)tion  for  the  C^ommissioner. 

It  bought  books  in  July,  1934.  The  first  amount 
spent  on  books  was  four  pounds  thirteen,  $23.50. 
I  do  not  know  what  book  that  was.  It  paid  a  well 
know^n  English  writer,  Norman  Ginsbury,  $750.00 
for  the  option,  on  a  play  called  ^'The  First  Gentle- 
men". That  is  in  December,  1935.  In  February, 
1936,  it  paid  for  ])lay  reading  $35.00.  Mr.  Laughton 
and  I  used  to  pay  play  readers  and  people  out 
of  our  own  pockets,  from  time  to  time,  that  is,  T 
mean  that  this  item  of  $35.00  is  ridiculous,  as  we 
frequently  used  to  pay  more  than  that  every  week. 
In  May,  1936,  we  renewed  an  oy)tion  on  ^^The  First 
Gentleman''  by  a  payment  of  $500.00. 

There  are  items  here  for  i)lay  reading,  and  dis- 
bursements of  that  sort  throughout.  They  ai'e  cov- 
ered in  the  petty  cash  items;  we  drew  out  at  the 
time  petty  cash   in  amounts  of  from   fiftv  to  five 
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hiuidred  dollars  at  a  time.  As  to  whether  they  are 
identified    in    petty    cash    account: —    I    have    not 
brought  the  petty  cash  book. 

In  Xovember,  1936,  $26.00  deposit  was  paid  for 
a  script.  In  December,  1936,  a  play  reader  was 
engaged  at  a  salary  of  $37.50  a  week,  which  was 
doubled  to  $75.00  a  week,  a  few  weeks  later.  In 
December,  1936,  we  paid  Arthur  Bryant,  a  well 
known  English  historian,  $500.00  on  account  of 
$3,000.00  [48]  for  research  work  for  a  film.  In 
December,  1936,  an  additional  secretary  was  en- 
gaged for  the  company's  work  in  connection  with 
theatrical  matters;  that  is  to  say,  we  had  a  definite 
play  reader  and  a  definite  secretary.  We  have  vari- 
ous items  of  telephone  calls  in  connection  with 
films,  such  as  one  which  cost  $136.00  to  Miss  Norma 
Shearer,  dated  January  26,  1937.  In  March,  1937, 
v/e  ])aid  a  well  known  English  A^Tiiter,  Somerset 
Maughm  $7,500.00  on  account  of  $15,000.00,  for 
the  film  rights  of  his  story.  The  Vessel  of  Wrath. 
In  tliat  month  we  paid  an  American  scenario  writer 
$750.00  traveling  ex]:)enses  to  come  to  England  and 
consult  about  films.  In  March,  1937,  we  paid  $150,- 
000.00  to  the  ^Mayflower  Picture  Corporation  for 
the  ]U'oduction  of  films,  as  an  initial  stake  toward 
the  production  of  films,  two  of  which  have  been 
produced  at  a  total  cost  of  $1,000,000.00.  In  March 
or  April,  1937,  we  commenced  ])aying  a  well  known 
English  author.  Miss  Clemence  Dane  $750.00  a  week 
for  treatment  of  film  material.  That  is  to  say,  in 
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a  year  we  paid  her  $39,000.00  and  are  continuing 
to  do  so.  In  April,  1937,  we  i)aid  another  auth(jr 
Y,  S.  Pritchett  $1,000.00  for  a  short  story.  In  April, 
1938,  w(^  paid  The  Hospital  for  Sick  Children  $1,- 
215.00  being  the  proceeds  received  by  the  coi-pora- 
tion  for  the  use  of  Mr.  Laughton's  services  in  the 
stage  production  of  Peter  Pan.  In  that  inonth  we 
paid  to  the  account  of  Miss  Elsa  Lanchester,  wife 
of  the  plaintiff,  $1,060.00  salary  for  the  loan  of  her* 
services  toward  a  star  part  in  Peter  Pan,  in  fact, 
the  ])art  of  Peter  Pan.  That  is  not  everything,  but 
those  are  typical  amounts  in  the  first  three  years 
of  the  company.  [49] 

By  Mr.   Milliken: 

Q.  Mr.  Chenhalls,  since  you  have  been  an 
officer  and  director  in  that  company,  do  the 
minutes  record,  and  does  the  cash  book  reflect, 
other  projects  which  have  been  considered  by 
the  corporation  which  would  have  required 
or  entailed  a  consideiable  expenditure  of 
money  % 

A.  Yes.  The  minute  book  does  not  contain 
one  tenth  of  the  total  transactions  of  the  coiu- 
pany.  It  records  those  transactions  which  have 
definitely  been  concluded,  or  where  there  is  a 
strong  reason  to  get  something  down  in  writing. 

He  (Mr.  Laughton)  has  not  taken  an  active  ])art 
in  the  production  of  Motion  Pictures  ct  Theatrical 
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Industries,  Ltd.;  he  is  not  a  director.  It  is  true 
that  he  owns  all  except  the  qualifying  shares  of  the 
corporation.  As  to  whether  he  permits  the  present 
directors  and  officers  to  run  the  corporation:  — It 
it  not  a  question  of  his  permitting  them.  He  fi- 
nanced the  corporation  so  that  business  people 
should  run  his  affairs.  They  are  not  only  allowed 
a  free  hand  but  they  never  ask  his  permission.  They 
are  business  men,  just  as  he  is  an  actor.  That  is 
a  common  practice  in  England.  As  to  whether  the 
23lan  of  procedure  of  the  motion  picture  industry 
in  England  in  the  way  of  financing  pictures  is 
different  from,  for  instance,  what  we  have  in  Amer- 
ica here:  Yes,  it  is  a  great  deal  different.  In  Eng- 
land somebody  starts  a  small  unit,  such  as  Mr. 
Laughton  founded  with  $30,000.00.  That  money 
is  then  spent  for  retaining  options,  on  plays,  writers, 
technicians,  and  so  forth.  Wlien  the  people  who 
]'un  this  corporation,  that  is  to  say,  the  directoi's 
of  this  company,  are  in  a  position  to  say  that  they 
liave  definitely  conchided  arrangements  to  secure 
o]»tions,  plays  and  other  material  and  people,  they 
approach  the  finances.  The  finances  of  British  films 
were  normally  [50]  obtained  from  a  bank  overdraft 
which  is  guaranteed  by  some  rich  person  and  which 
is  guaranteed  again  by  Lloyd's  Underwriters;  every- 
body therefore  makes  an  income — the  Bank  gets 
five  percent,  the  underwriters  get  about  seven  ])er- 
c('^^\  and  the  guarantor  gets  six  percent. 
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Q.  Now,  these  script  writers  and  other  jxa-- 
sons  you  have  mentioned,  they  were  employed 
by  the  corporation  to  read  script  that  w(juld 
be  suitable  for  pictures  to  be  made  by  Motion 
Picture  &  'I'heatrical  Industries,  Ltd.,  is  that 
correct  ? 

A.  Yes,  those  are  the  people  T  have  just 
read  to  you. 

As  to  why  the  corporation  didn't  earlier  en^a.^e 
in  such  an  expenditure  as  $150,000.00  which  T 
mention  with  respect  to  some  motion  j)icture  con- 
cern in  England: —  I  know,  from  constantly  asso- 
ciating with  Mr.  and  Mrs.  Charles  Laughton,  both 
professionally  and  socially,  that  the  reason  this 
company,  the  formation  of  which  we  talked  over 
so  many  times,  could  not  go  into  production  earlier 
was,  first,  because  it  had  not  enough  money  in  the 
first  two  years,  and  second,  because  it  spent  so  mucli 
i]i  the  production  of  a  French  play  which  came  to 
nothing.  I  was  an  officer  in  the  cor])oration  and 
had  been  for  a  hmg  time  when  they  paid  out  this 
$150,000.00. 

Q.     And  that  was  the  discussion,  was  it,  why 

they  had  not  earlier  embarked  upon  it,  because 

their  cash  was  not  sufficient? 

A.     It  was  partly  that  and  ])artly  because 

Mr.  Laughton  had  met  the  producer  whom  he 

wanted  to  give  up  the  next   few  years  of  his 

life  to. 
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Cross  Examination 
This  $150,000.00  ^Yas  spent  for  a  stake,  an  initial 
deposit  and  investment  for  the  production  of  films, 
implying  that  a  further  investment  would  be  made 
at  a  later  date.  We  expected  to  get  from  this  $150,- 
000.00  [51]  a  world  wide  distribution  of  three  very 
large  films.  AYe  were  not  paying  this  $150,000.00 
to  the  MaA^lower  Film  Company  in  order  to  get 
them  to  distribute  two  films  in  which  we  had  an 
interest.  The  $150,000.00  was  invested  in  buying 
the  services  of  various  phaywrights  and  film  stars, 
such  as  $15,000.00  which  was  paid  to  an  English 
film  manufacturer,  John  Maxwell,  to  form  an  Eng- 
lish company,  the  Mayflower  Pictures  Corporation, 
Ltd.,  which  was  guaranteed  by  him  to  the  extent 
of  $'1,250,000.00.  If  this  motion  picture  company  had 
not  spent  approximately  $150,000.00  it  would  have 
had  notliing  to  ]iay  to  John  Maxwell  to  obtain  from 
liim  such  a  large  investment  as  that.  Not  by  any 
means  ar-e  we  using  this  as  an  investment  company 
foT'  the  resources  of  Charles  Laughton.  Laughton 
is  only  one  in  the  Mayflower  Company. 

Q.  But  you  were  buying  for  Charles  Laugh- 
ton, or  his  solely  controlled  corporation,  an 
interest  in  this  Mayflower  Pictures  Corpora- 
tion. Ltd's  entei'prises?  A.     Yes. 

0]i  ^lay  19,  1936,  I  was  ap])ointed  a  director  of 
Motion  Picture  &  Theatrical  Industries,  Ltd.  I 
had  had  a  great  deal  of  connection  with  the  com- 
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pany.  I  was  not  an  officer  prior  to  that  date.  I  had 
had  no  specific  contract  of  employment,  bu1  when 
1  was  appointed  director  I  was  y)aid  a  large  fee 
which  I  believe  related  to  services  I  had  done, 
one  way  or  another,  up  to  that  date.  The  Company 
])aid  me  for  some  y)revious  services  when  I  became 
a  director  on  May  19,  1936.  The  nature  of  that  ser- 
vice was  general  office — I  was  in  the  extraordinary 
position  of  being  an  auditor  but  doing  general  of- 
fice work.  Up  to  that  time  I  had  been  Mr.  Laugh- 
ton's  personal  [52]  friend  for  nine  years  and  his 
financial  adviser  for  three  years.  He  used  to  ])a\'  me 
fees  for  specific  services  rendered.  As  to  the  nature 
of  the  advice  I  had  to  give  Mr.  Laughton  for  which 
he  paid  these  fees: —  It  all  related  to  this  thing 
he  had  in  mind  of  extending  his  sco])e  as  a  film 
actor*,  or  forming  a  big  English  film  company.  In 
connection  with  my  duties  and  my  employment  with 
him,  and  in  my  capacity  as  a  Chartered  Account- 
ant, it  was  not  necessary  for  me  to  become  familiar 
with  the  tax  laws  not  only  of  Great  Britain  Init 
of  all  other  countries  in  which  Mr.  Laughton  per- 
formed. In  comiection  with  the  transactions  in 
which  he  engaged,  1  did  not  beforehand,  unfor- 
tunately, but  afterwards  familiarize  myself  with 
the  effects,  from  a  tax  stand])oint,  of  the  ccmtem- 
idated  transaction.  I  wish  T  had  don(^  it  before- 
hand: if  I  had,  I  would  have  thought  of  a  better 
way   of  evading  taxes   than    the   allegations   here. 
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I  have  gamed  some  experience  by  my  association 
with  this  case  and  this  controversy.  It  is  not  true 
that  in  May,  1934,  when  the  British  company  was 
organized,  Mr.  Laughton  was  then  under  contract 
for  services  not  only  to  motion  picture  producers 
in  Great  Britain,  but  also  in  the  United  States. 
From  1934,  when  Mr.  Laughton  gave  his  services 
to  Motion  Picture  &   Theatrical  Industries,   Ltd., 
he  was  under  contract  primarily  to  London  Film 
Productions,  Ltd.  As  to  whether  it  isn't  true  also 
that  he  was  under  contract  with  Paramount  whereby 
the}^  could  exercise  an  option  on  a  then  existing 
contract: —  Subject  always  to  London  Film  Produc- 
tions, Ltd.,  with  which  he  had  had  a  contract  since 
1933,  and  with  which  he  had  to  make  seven  more 
films,  and  subject  always  to  the  directors  of  Motion 
Picture  &  Theatrical  Industries,  Ltd.,  as  to  whether 
they  [53]  would  allow  him  to  go  to  America  at  all, 
he  was  under  contract  to  Paramount.  He  had  had 
several  contracts  with  Paramount.  I  am  not  sure 
it  is  a  fact  that,  on  the  very  day  of  ]May  4,  1934, 
when  he  entered  into  a  contract  with  the  British 
com]^any,    namely.    Motion    Picture    &    Theatrical 
Industries,  Ltd.,  that  he  was  then  under  contract 
witli  Paramount  to  ]U'oduce  another  picture  in  that 
year.  T  am  under  the  impression  that  that  contract 
had  been  cancelled.  As  to  whether  it  was  not  a  fact 
that  some  consideration  was  given,  in  May  or  there- 
ab<^«nts,  to  the  effect  of  the  American  Income  tax 
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laws  on  the  income  of  Mr.  Laughton,  that  he  was 
earning,  or  that  there  was  a  reasonable  probability 
of  his  earning  if  he  continued  to  play  in  this  coun- 
try: No,  there  just  wasn't.  None  of  us  can  vouch 
for  that.  I  did  not  consider  that,  as  far  as  1  know. 
Later  on,  in  1936,  I  did  come  to  this  country  and 
make  some  inquiry  or  investigation  about  the  tax 
angle,  because  you  were  most  improperly  seeking 
to  tax  us. 

I  wrote  the  letter  of  July  10,  1936,  to  Mr.  Laugh- 
ton.  Counsel  foi*  the  Commissioner  then  read  the 
following  statement  from  said  letter  of  July  10, 
1936,  and  asked  witness  as  to  the  purpose  of  the 
proposed  financial  ai'i'angement  that  he  was  making 
to  Mr.  Laugh  ton : 

'^I  put  uy)  several  propositions  to  Irving 
Thalberg's  attorneys,  but  the  one  I  aimed  at 
getting  through  is  based  on  one  of  your  own. 
It  is  that  Irving  Thalberg  agrees  to  take  u]) 
all  three  years'  options  at  once,  i.e.,  that  you 
definitely  have  seven  pictures  to  do  with  him. 
That  the  total  renumeration  under  your  ^1.(1. INI. 
agreement  should  be  added  up,  divided  by 
seven,  fixing  an  amnial  sum  PAYABLE  OVER 
SEVEN  YEARS.  ^Phat  this  annual  sum  should 
[54]  then  be  divided  by  52,  fixing  tlu^  amount 
you  are  to  receive  eyery  week  as  from  the  sign- 
inii'  of  a  new  contract." 
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(Testiiiioiiy  of  Mr.  Alfred  Tregear  C'henhalls.) 

The  proposed  financial  arrangement  that  I  was 
making   with   Mr.    Laughton   was   based    on   these 
circumstances    oi'    agreements    that    he    had    with 
Metro-Goldw^^i-Mayer,  dated  in  July  and  August, 
1934,  the  August  one  being,  I  think,  an  extension 
of  the  July  one,  and  made  before  there  had  been 
released  to  the  public  two  or  three  very  successful 
films.  One  of  them.  Mutiny  On  The  Bounty,  grossed 
many  millions  of  dollars;  another.  The  Barretts  of 
Wimpole  Street,  and  another  one,  Euggles  of  Eed 
Gap,  made  by  Paramount,  are  very  successful,  and 
that  increased  his  return  enormously,  and  the  re- 
muneration he  was  to  get  was  something  like  $85,- 
000.00,  I  think,  a  film.  I  was  aware,  from  his  ag^it 
and  others  that  their  market  value,  per  film,  had 
risen  to  $200,000.00,  at  least.  I  went  to  Irving  Thal- 
berg  as  the  principal  party  and  asked  him  whethe'r 
he  would  increase  that  $85,000.00  under  contract, 
to  >J200,000.00,  that  is,  whether  we  could  agree  on 
some  form  of  remuneration  which  would  save  that 
American  tax,  and  Laiiditon  made  tliat  point,  that 
it   would   mean    that   Metro-Goldw}m-]\rayer   would 
take  over  ])art  of  Lauu'hton's  tax.  That  letter  was 
reporting-  to  'Mr.  T.au^'hton  various  suggestions  that 
had  been  throvni  out,  which  bore  no  result  at  all, 
and  had  no  effect  on  what  happened  to  his  income 
or  tax  in   1935.   As  to  whether  in   connection   with 
tliis  method  of  spreading  the  income  over  several 
v(ars,  T  had  no  r»onsideration  of  the  effect  of  stich 
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a  spread:—  Oh,  certainly,  I  did,  because  I  had 
understood  we  \v(Me  threatened  with  tliis  claim.  In 
other  words,  if  the  whole  of  our  perfectly  h^gal  and 
normal  corporation  was  to  be  disregarded,  nobody 
coidd  blame   us    foi'  looking  ahead   to   th(^    future. 

[55] 
Counsel  for  Commissioner  then  read  the  succeed- 
ing ])aragraph  from  said  letter,  as  ^follows: 

''My  suggestion  is  that  the  new  contract 
should  be  made  by  the  London  Subsidiary  of 
M.G.M.  with  you  personally  (instead  of  M.G.M., 
Culver  City,  with  Motion  Pictures  Ltd).  That 
is  to  say  you  would  be  on  the  ])ayr()ll  of  M.C. 
M.,  London  for  seven  years  in  respect  of  mak- 
ing seven  pictures  during  1937,  1938  and  1939. 
I  put  it  to  Thalberg  three  of  these  seven  ])ic- 
tures  should  be  made  by  you  and  him  in  Eng- 
land,'' 

and  asked  witness  whether  he  made  that  suggestion 
that  the  contract  be  entered  into  with  Mr.  Laughton 
personally  instead  of  with  Laughton 's  British- 
owned  and  controlled  corporation  which  had  the 
sole  contract  for  Laughton 's  pictures. 
Thereu])on  the  following  occurred: 

A.     Is  it  allowable  for  me  to  read  that  ? 
Q.     Yes,  indeed;  T  am  asking  you  about  this 
paragraph,  from  here  to  there  (indicating). 

A.  T  am  afraid  T  have  no  idea.  F  cauu(^t 
recollect  anything  of  the  occasion  I  advised 
that. 
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Q.  Well,  Mr.  Chenhalls,  wonlcl  it  by  any 
chance  be  that,  having  a  contract  with  the  Lon- 
don organization  of  M.G.M.  and  having  it  en- 
tered into  with  Mr.  Laughton  personally  and 
having  the  contract  provide  that  certain  pic- 
tures be  made  in  England,  and  certain  pictures 
here,  you  were  giving  any  consideration  to  the 
fact  that  Mr.  Laughton  might  by  that  arrange- 
ment avoid  taxes  in  America? 

A.     It  w^as  partly  that. 

Q.  That  was  part  of  the  reason  for  making 
that  suggestion? 

A.  Oh,  having  had  the  warning  of  what  you 
were  able  to  do  for  us  in  1934  and  1935,  from 
1936  on  we  were  going  to  be  much  more  care- 
ful and  be  forewarned. 

Q.  Now,  directing  your  attention  to  the  top 
of  |)age  three  of  this  same  letter,  I  will  ask 
3'ou  liow  you  arrived  at  the  conclusion  therein 
reading: 

^'My  calculation  of  the  American  income  tax 
you  owe  to  date  is  $58,000.00.  This  is  based 
on  the  assumption  (with  which  Green  agrees) 
that  your  setup  for  American  tax  purposes  will 
go  down  all  along  the  line."  [56] 
Just  who  is  the  Green  to  whom  you  refer? 

A.     Associate  to  Loyd  Wright. 

Q.  The  gentleman  sitting  here  at  the  table 
(iiidicntiug).  A.     Yes. 
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Q.  What  did  you  mean  by  the  statement: 
''This  is  based  on  the  assumption  (with  which 
Green  agrees)  that  your  setu])  for  American 
tax  purposes  will  go  down  all  along  the  line"? 

A.  That  means  that  you're  contention  will 
succeed — I  ho})e  I  am  wrong. 

Mr.  Milliken :  If  your  Honor  please,  I  move 
that  all  testimony  be  stricken  with  reference 
to  the  letter  of  July  10,  1936,  written  by  Mr. 
Chenhalls  to  Mr.  Laughton,  first,  because  it 
is  past  the  year  1934-1935,  and  also  that  it  ex- 
presses a  conclusion  which  Charles  Laughton 
should  not  be  bound  by  an  accountant,  or  by 
an  attorney,  or  by  anybody  else  who  might  give 
an  (^pinion,  that  Mr.  Laughton,  the  petitioner 
here,  is  not  bound  by  a  hearsay  rule  of  what 
somebody  may  have  thought  about  some  tax 
problem.  Tt  does  not  j)rove  any  issue  of  this 
case.  It  is  immaterial  whether  Mr.  Green  or 
Mr.  Chenhalls  or  I  thought  something  was 
right  or  wrong.  It  is  incompetent,  irrelevant 
and  immaterial. 

The  Member:  The  o])jection  is  overruled 
and  the  motion  denied. 

Ml'.  Milliken:     I  note  an  exce])tion. 

The  Member:     The  exception  is  noted. 

For  tlu*  year  1934,  no  expenditures  were  made 
by  tlic  c<>r])oration  in  the  ])roduction  of  motion  pic- 
tures.  We   ])aid   Mr.   Laughton 's   salarv   for   1934. 
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As  to  whether  we  made  any  expenditures  in  con- 
nection with  his  profession  as  an  actor: —  Yes,  we 
did  things  like  paying  $110.00  to  Variety  Magazine 
for  an  advertisement.  We  paid  Mr.  Laughton  a 
large  sum  by  way  of  loans  because  of  the  extra 
expenses  caused  to  him  in  li^dng  in  London  and 
Hollywood  simultaneously.  For  the  year  ended  April 
30,  1935,  the  total  amount  loaned  to  Mr.  Laughton 
was  $22,520.00.  Those  loans  were  never  paid  back, 
but  they  are  secured. 

Q.     Well,  as  a  matter  of  fact,  Mr.  Laughton 
owns  the  company  anyway,  does  he  not  ? 

A.     In  the  last  extreme,  yes. 

Q.     Well,  he  is  owner  of  the  beneficial  stock? 

A.     Yes.  [57] 

We  made  additional  loans,  ending  the  second  year, 
ending  April  30,  1936,  of  $78,625.00 ;  that  was  doubly 
secured  because  nearly  all  of  it  was  spent  in  the 
purchase  of  a  valuable  painting  and  of  a  leasehold 
in  London  which  Mr.  Laughton  regards  as  much 
better,  more  appreciated  than  what  are  commonly 
called  gilt-edged  securities,  and  it  was  collaterally 
secured  by  life  policies  of  $100,000.00.  This  was 
made  to  enable  him  to  purchase  a  valuable  painting 
and  also  some  real  estate  too.  The  painting  and  the 
real  estate  were  not  hypothecated  to  secure  this 
loan.  There  is  no  process  under  English  law  by 
which  a  painting  can  be  hypothecated;  there  is  no 
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such  thing  as  a  chattel  mortgage.  It  was  secured 
by  his  property  which  he  lived  in.  Mr.  Laughton 
lives  in  this  property  on  which  he  borrowed  the 
money  to  make  the  purchase.  It  is  a  very  large 
home  and  two  floors  of  it  are  reserved  primarily 
as  offices  of  the  company.  And  then  there  was-  fur- 
ther security  by  Mr.  Laughton  assigning  two  x)oli- 
cies  of  insurance  of  $50,000.00  each,  at  tive  percent 
])er  annum,  interest,  the  company  to  maintain  the 
premiums.  The  company  is  the  beneficiary  on  Mr. 
Laughton 's  life.  In  those  tw^o  years,  no  premiums 
were  paid  by  the  company;  Mr.  Laughton,  himself, 
paid  it,  about  $6,000.00  premium.  It  was  not  until  the 
third  year  of  the  company  that  it  occurred  to  us  that 
the  loan  account  of  Mr.  Laughton  did  not  seem  im- 
mediately likely  to  become  paya))le,  becaiise  we  were 
saving  every  penny  to  invest  in  the  Mayflower  Pic- 
tures Corporation.  As  to  what  other  sums  were  paid 
to  Ml-.  Laughton  by  the  company  in  1934-1935,  for 
his  professional  services :  these  charges  to  Mr.  I^oyd 
Wright  were  all  in  connection  with  fihn  contracts. 
I  [58]  think  I  told  you  that  those  were  $8,000.00. 
We  ])aid  $8,000.00  to  Mr.  Loyd  Wright,  a  ])racticing 
attorney  in  this  city,  in  two  different  sums,  $5,000.- 
00  at  one  time,  and  $3,000.00  at  another.  The  first 
$5,000.00  payment  was  made  the  second  of  January, 
1935,  and  the  other  one  on  December  10th,  1935. 
That  ])ayment  was  made  for  services  in  connection 
witli   contracts   between   the   corporation   and   fihn 
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studios,  and  services  in  connection  with  proposed 
contracts  between  the  corporation  and  film  studios, 
which  did  not  materialize.  I  cannot  answer  you  from 
knowlege  as  to  whether  any  portion  of  that  $5,- 
000.00  payment  represents  fees  for  services  which 
Mr.  Loyd  Wright  rendered  to  Mr.  Laughton  per- 
sonally, but  I  can  answer  you  from  inferences.  I 
think  I  am  correct  in  saying  that  Mr.  Loyd  Wright 
never  rendered  a  bill,  and  that  he  did  not  act  until 
February,  1935,  and  so,  in  January,  1935,  he  would 
not  have  rendered  a  bill  for  personal  services.  It 
is  not  a  fact  that  some  time  in  1934  Mr.  Loyd 
Wright  acted  as  attorney  in  some  negotiations  for 
Mr.  Laughton  in  connection  with  motion  picture 
contracts.  He  was  employed  by  the  corporation. 
The  corporation  engaged  Mr.  Loyd  Wright  to  carry 
into  effect  various  proposed  contracts  which  had 
been  arranged  usually  with  Myron  Selznick,  they 
having  been  paid  for  creating  liaison  between  Mr. 
Laughton  and  the  film  studios.  As  to  whether  he 
was  also  an  attorney  for  Mr.  Laughton  at  the  time : 
I  did  not  know  him  at  the  time,  but  I  remember 
some  conversation  about  Laughton  giving  a  power 
of  attorney  to  a  man  he  did  not  know.  I  think  the 
answer  is,  no.  Referring  to  payment  of  $1,060.00 
in  1938  to  Elsa  Lanchester, — Mrs.  Charles  Laugh- 
ton— ,  she  was  employed  to  play  opposite  him  in  a 
stage  ])lay  called  Peter  Pan.  [59] 

Q.     Witli    reference    to    the    Selznick-Joyce 
agency,  the  official  name  of  which  is,  I  believe, 
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Prank  Joyce-Myron  Selznick,  Ltd.,  it  is  true, 
is  it  not,  that  that  corporation  was  an  agent, 
a  theatrical  agent,  of  "Sir.  Laughton  during  the 
period  1934-1935,  throughout  those  two  years 
and  for  some  time  thereafter? 

A.  No— in  May,  1932,  I  think,  Laughton 
signed  a  contract  with  Prank  Joyce-Myron 
Selznick,  for  five  years.  Part  of  the  service 
agreement  of  Laughton  and  Motion  Picture 
&  Theatrical  Industries,  Ltd.  provided  in  a 
clause  that  all  of  the  ohligations  which  Laugh- 
ton had  to  render  in  the  remaining  three  years 
of  the  contract  were  taken  over  by  the  corpo- 
ration. 

Q.  Li  other  words,  in  May,  1934,  when  Mr. 
Charles  Laughton  entered  into  a  contract  for 
his  exclusive  services  with  tlu^  British  com- 
])j\ny,  he  was  then  under  contract  with  the 
Prank  Joyce-Myron  Selznick  agency,  and  that 
contract  was  in  effect  on  May  4,  1932? 

A.     Yes. 

Q.  So,  in  making  his  arrangements  with  the 
British  company,  it  was  provided  that  the  Brit- 
ish company  should  assume  whatevei*  obliga- 
tions then  existed  under  the  contract  of  May 
4,  1932,  with  Joyce  and  Selznick? 

A.     Yes. 
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Redirect  Examination 

Eeferring  to  the  $150,000.00  investment  in  May- 
flower Picture  Corporation,  Ltd.,  and  as  to  whether 
it  was  a  corporation  like  one  that  might  merely 
go  out  and  make  a  stock  investment: —  It  was  not 
a  domestic  investment.  The  corporation,  in  the  same 
year,  made  investments  of  the  kind  you  mention  in 
gilt-edged  securities,  of  $175,000.00.  That  is,  $150,- 
000.00  was  invested  in  Ma;\^ower  Pictures,  Ltd., 
sheerly  for  the  purpose  of  making  a  profit,  as  large 
a  profit  as  possible,  both  as  regards  income  and 
capital.  As  regards  income,  there  is  no  fixed  rate 
of  interest  on  this  capital.  It  will  just  absorb  as 
much  of  the  profit  as  is  left  after  paying  the  di- 
rectors, fees,  and  income  tax — that  is,  English  [60] 
income  tax.  As  regards  capital,  it  will  eventually 
be  possible  to  sell  out  their  shares  at  an  enormous' 
profit,  such  as  is  being  done  in  the  case  of  other 
organizations  which  start  with  smaller  stakes.  For 
instances,  the  L^nited  Artists  started  with  an  initial 
stake  of  $5,000.00. 

Recross  Examination 

Under  our  British  system  of  taxation,  we  have 
no  capital  gains  tax.  So,  when  we  sold  this  invest- 
ment there  would  be  no  tax  to  pay.  This  money  was 
used  t,o  ])urchase  what  we  call  ^^ ordinary  shares"; 
that  is  equivalent  to  what  you  call  ^^ common  stock". 
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Thereupon,  the  parties  stipulated  as  follows :  The 
taxpayer  left  England  on  May  5,  1934,  arrived  in 
Los  Angeles  on  May  14th,  and  commenced  acting 
in  '^The  Barretts  of  Wimpole  Street"  on  May  14, 
1934,  foT-  Metro-Goldwyn-Mayer  Corporation.  With 
the  excejjtion  of  two  retakes  on  July  6,  1934,  and 
on  July  17,  1934,  the  picture  was  finished  on  June 
19,  1934.  Taxpayer  was  engaged  in  making  this 
picture  five  weeks  and  four  days  at  $8,000.00  per 
week.  Metro-Goldwyn-Mayer  Corporation  paid  as 
compensation  $45,333.33. 

A  copy  of  contract  between  Charles  Laughton 
and  Frank  Joyce-Myron  Selznick,  Ltd.,  Agency, 
dated  May  4,  1932,  was  received  in  evidence  and 
is  hereby  included  and  will  be  designated  as  a  part 
of  this  statement  of  evidence. 

Whereupon,  the  following-  occurred:  [61] 

Mr.  Baird :  I  next  offer  in  evidence  a  copy 
of  a  night  cable  letter  dated  Deceml)er  22,  1933, 
from  Thalberg — I  may  sa\'  that  that  is  the  late 
Irving  Thalberg  of  Metro-Goldwvn-Mayer — to 
Frank  Joyce  of  the  Joyce-Selznick  Agency  of 
London. 

Mr.  Milliken :  INIay  T  ask  the  purpose  for 
which  that  exhibit  is  offered? 

Mr.  Baird:  This  exhibit  and  the  series 
which  follows  is  offered  to  indicate  to  your 
Honor  that  prior  to  May,  1934,  when  the  Brit- 
ish contract  was  entered  into  between  Laughton 
and  his  own  British  company,  that  negotiations 
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had  been  pending  for  a  long  period  of  months 
between  Laughton  and  Metro-Goldwyn-Mayer, 
and  Paramount,  and  Joyce-Selznick,  relative 
to  his  contemplated  activities  in  the  motion 
picture  field,  and  negotiations  had  been  carried 
on  up  to  the  point  where  they  were  finally  con- 
summated when  the  British  company  was  or- 
ganized, and  it  is  in  furtherance  of  our  theory 
of  the  case,  your  Honor,  that  this  is  one  of 
those  cases  where  the  petitioner  by  organizing 
a  corporation  seeks  to  transfer  the  tax  liability 
on  his  personal  services,  which  are  unique  in 
this  particular  field,  and  thus  avoid  tax  lia- 
bility. This  is  a  link  in  the  chain  of  circum- 
stances in  support  of  our  theory  of  the  case. 

Mr.  Milliken:  As  Mr.  Baird  has  stated,  as 
to  this  document  which  he  offers,  as  well  as  a 
long  series  which  I  presume  will  follow 

Mr.  Baird:  (Interposing)  I  have  a  dozen 
of  them. 

Mr.  Milliken:  (continuing)  — I  do  not  ob- 
ject on  the  ground  that  they  are  not  the  origi- 
nal documents,  because  they  are  taken  from 
our  file  which  I  gave  him.  So,  I  am  sure  tliev 
are  authentic,  but  I  object  to  them  on  the 
groimd  that  this  petitioner  cannot  be  bouud 
by  what  is  heard  of  two  people  talking  by  cable, 
and  Mr.  Tjaughton  was  not  a  party  to  that 
conversation. 


vs.  Charles  Laughton  81 

Mr.  Baird:  Well,  may  I  say  that  Mr.  Laugh- 
ton  was,  in  effect,  a  party  to  the  conversation, 
because  we  have  hei'e  this  exhibit  A  which 
sliows  full  power  and  authority  to  represent 
Charles  Laughton  as  manager  and  personal 
representative,  and  this  is  a  communication 
betvreen  Irving  Thalberg,  one  of  the  executives 
of  Metro-Goldwyn-Mayer,  and  the  Joyce  Selz- 
nick  Agency  which  the  evidence  now  shows  was 
Laughton 's  duly  and  regularly  constituted 
agent. 

Mr.  Milliken:  It  makes  mention  of  pictures 
which  were  never  made. 

Mr.  Baird:     That  part  is  immaterial. 

Mr.  Milliken:  And  incidents  which  never 
occurred.  [62] 

The  Member:  Well,  it  will  he  identified  as 
Respondent's  Exhibit  B  and  received  in  evi- 
denc(^  for  what  it  is  worth. 

(The  said  cable  letter,  so  offered  and 
received  in  evidence,  was  marked  Respond- 
ent's Exhibit  B,  and  made  a  part  of  this 
record.) 

Mr.  j\[illiken:  If  your  Honor  please,  and 
then,  I  won't  bother  Mr.  Baird  any  more,  but 
I  do  o1)ject  on  the  ground  that  it  is  incompe- 
t(nit,  irrelevant  and  immaterial  and  ])roves  no 
fact  in  this  case  that  it  is  for  a  period  of  time 
]U'ior  to  the  organization  of  this  cor])()ration. 

The   Member:     The   objection   will   be   over- 
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ruled,  and  exception  noted,  on  each  of  the  ex- 
hibits now  being  offered. 

Counsel  for  the  Commissioner  offered  in  evidence 
a  cablegram  dated  January  15,  1934,  signed  ^'Sel- 
joy^',  and  addressed  to  ^Moysel,  Beverly  Hills". 
It  was  stipulated  that  ^'Seljoy"  and  ^'Joysel"  are 
the  cable  names  of  the  Joyce-Selznick  people.  Said 
cablegram  was  received  in  evidence  as  Commis- 
sioner's Exhibit  C,  and  is  hereby  included  and  ^vill 
be  designated  as  a  part  of  this  statement  of  evi- 
dence. 

A  copy  of  a  cablegram  dated  January  10,  1934, 
from  London,  from  ^'Seljoy-'  to  ^^Joysel",  Beverly 
Hills,  California,  was  received  in  evidence  as  Com- 
missioner's Exhibit  D,  and  is  hereby  included  and 
will  be  designated  as  a  part  of  this  statement  of 
evidence. 

It  was  stipulated  that  the  cable  names  of  ^^  Joysel" 
and  ^^Reljoy-'  are  the  cable  names  used  by  the  Frank 
Joyce-Myron  Selznick  agency,  one  representing  the 
American  office,  and  the  other  their  London  office. 

A  copy  of  a  cablegram  dated  March  6,  1934, 
signed  '^ Frank",  and  addressed  to  ^Moysel,  Beverly 
Hills,  California,"  was  received  in  evidence  as 
Commissioner's  [63]  Exhibit  E,  and  is  hereby  in- 
chided  and  will  be  designated  as  a  part  of  this 
statement  of  evidence. 

A  copy  of  a  registered  letter  addressed  by  ^^  Frank 
Joyce-Myron  vSelznick,  Ltd.,"  to  ^^ Paramount  Pro- 
ductions, Inc.",  dated  March  8,  1934,  was  received 
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in  evidence  as  Commissioner's  Exhibit  F,  and  is 
hereby  included  and  will  be  designated  as  a  part 
of  this  statement  of  evidence. 

A  copy  of  a  letter  dated  March  15,  1934,  addressed 
to  ''Frank  Joyce-Myron  Selznick,  T.td.,''  at  9460 
Wilshire  Boulevard,  Los  Angeles,  California,  and 
signed  ''Paramount  Productions,  Inc.,  by  Henry 
Herzbrun,  Assistant  Secretary,"  was  received  in 
evidence  as  Commissioner's  Exhibit  G,  and  is  hereby 
inchided  and  will  be  designated  as  a  part  of  this 
statement  of  evidence. 

Counsel  for  the  Commissioner  offered  in  evidence 
a  copy  of  a  cablegram  dated  March  20,  1934,  to 
"Laughton",  signed  "Frank".  It  was  stipulated 
that '  *  Frank ' '  is  Frank  Joyce  of  Joyce-Selznick.  Said 
cablegram  was  received  in  evidence  as  Commis- 
sioner's Exhibit  H,  and  is  hereby  included  and  will 
be  designated  as  a  part  of  this  statement  of  evi- 
dence. 

Counsel  for  the  Commissioner  offered  in  evidence 
a  copy  of  a  cablegram  dated  April  L3,  1934,  ad- 
dressed to  Charles  Laughton  and  signed  "McCor- 
mick".  It  was  stipulated  that  "McCormick"  was 
an  employee  of  the  Selznick-Joyce  Agency.  Said 
cablegram  was  received  in  evidence  as  Commis- 
sioner's Exhibit  I,  and  is  hereby  included  and  will 
be  designated  as  a  part  of  this  statement  of  evi- 
dence.  [64] 

Counsel  for  the  Commissioner  offered  in  evidence 
a  copy  of  a  cablegram  dated  April  15,  1934,  ad- 
dressed to  Charles   Laughton,  Burycourt   Germvii 
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St.,  London,  and  sis^ned  ^^ Myron",  it  being  stipu- 
lated that  that  is  Myron  Selznick.  Said  cablegram 
was  received  in  evidence  as  Commissioner's  Exhibit 
J,  and  is  hereby  included  and  will  be  designated  as 
a  part  of  this  statement  of  evidence. 

Comisel  for  the  Commissioner  offered  in  evidence 
a  copy  of  a  cablegram  dated  April  17,  1934,  ad- 
dressed to  Charles  Laughton,  Burycourt,  (Te^m^^l 
Street,  London,  England,  and  signed  '^Irving  Thal- 
berg".  It  was  stipulated  that  ^^  Irving  Thalberg" 
was  an  official  of  Metro-Goldwyn-Mayer.  Said 
cablegram  Avas  received  in  evidence  as  Commis- 
sioner's Exhibit  K,  and  is  hereby  included  and  will 
be  designated  as  a  part  of  this  statement  of  evi- 
dence. 

A  copy  of  a  night  letter  cable  dated  April  24, 
1934,  addressed  to  ^^Seljoy"  and  signed  'Moysel" 
was  received  in  evidence  as  Commissioner's  Ex- 
hibit L,  and  is  hereby  included  and  will  be  desig- 
nated as  a  part  of  this  statement  of  evidence. 

Counsel  for  Commissioner  offered  in  evidence 
a  copy  of  a  memorandum  dated  April  30,  1934,  ad- 
dressed to  ''Mr.  McCormick",  and  signed  by  '^Sig 
Marcus,  Executive  Office",  it  being  stipulated  that 
both  the  sender  and  the  recipient  are  officials  or 
employees  of  Joyce-Selznick  Agency.  Said  memo- 
randum was  received  in  evidence  as  Commissioner's 
Exhibit  M,  and  is  hereby  included  and  will  be  desig- 
nated as  a  part  of  this  statement  of  evidence.  [65J 

A  copy  of  a  cablegram  dated  April  14,  1934,  ad- 
dressed   to    ''Joysel"    and    signed    **Seljoy",    was 
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received  in  evidence  as  Commissioner's  Exhibit  X, 
and  is  hereby  included  and  will  be  designated  as  a 
part  of  this  statement  of  evidence. 

Counsel  for  the  Commissioner  offered  in  evidence 
a  memorandum  addressed  to  "Mr.  Myron  Selz- 
nick",  dated  May  14,  1934,  and  signed  ^^Lovett". 
It  was  stipulated  that  ''Lovett"  is  an  employee  of 
Joyce-Selznick  Agency.  Said  memoiandum  was  re- 
ceived in  evidence  as  Commissioner's  Exhibit  O, 
and  is  hereby  included  and  will  be  designated  as  a 
part  of  this  statement  of  evidence. 

Counsel  for  the  Commissioner  offered  in  evidence 
a  copy  of  a  memorandum  addressed  to  ^^  Messrs. 
McCormick,  Deverich,  Ham,  Townsend,  Bender 
and  Simpson",  dated  May  15,  1934,  and  signed  ^'Sig 
Marcus,  Executive  Office",  it  being  stipulated  that 
he  is  an  official  or  agent  of  the  Joyce-Selzliick 
Agency.  Said  memorandum  was  received  in  evi- 
dence as  Commissioner's  Exhibit  P,  and  is  hereby 
included  and  will  be  designated  as  a  ])art  of  this 
statement  of  evidence. 

A  coy\v  of  a  cablegram  dated  May  18,  1934  ad- 
dressed to  ^^Seljoy",  London,  and  signed  ^Moysel", 
was  received  in  evidence  as  Commissioner's  Exhilnt 
Q,  and  is  hereby  included  and  will  be  designated 
as  a  part  of  this  statement  of  evidence. 

Counsel  for  Commissioner  offered  in  evidence 
a  copy  of  a  letter  dated  July  10,  1936,  addressed 
to  Charles  Laughton,  Esq.,  written  by  Mv.  Chen- 
halls,  the  witness  who  was  on  the  stand,  and  iden- 
tified by  him.  Counsel  for  taxpayer  [66]  objected 
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to  its  admission  on  the  grounds  of  immateriality 
and  incompetency.  The  objection  was  overruled, 
an  exception  noted,  and  the  letter  was  received  in 
evidence  as  Commissioner's  Exhibit  R,  and  is  herebv 
included  and  Avill  be  designated  as  a  part  of  this 
statement  of  evidence.  It  was  stipulated  that  the 
Board  may  disregard  any  pencil  notations.  [67] 

The   foregoing  is   all   of   the   material   evidence 
adduced  at  the  hearing  before  the  Board  of  Tax 
Appeals,  and  the  same  is  approved  by  the  under- 
signed, as  attorney  for  the  respondent  on  review, 
(s)  JOHN  B.  MILLIKEN 

Attorney  for  Respondent   on 
Review. 

The  foregoing  evidence  is  all  of  the  material 
evidence  adduced  at  the  hearmg  before  the  Board 
of  Tax  Appeals,  and  the  same  is  approved  by  the 
undersigned,  J.  P.  Wenchel,  Chief  Counsel,  Bureau 
of  Internal  Revenue,  as  attorney  for  the  Commis- 
sioner of  Internal  Revenue. 

(Signed)     J.   P.   WENCHEL. 

RLW 

Chief  Counsel, 

Bureau  of  Internal  Revenue 

Approved  and  ordered  filed  this  22nd  day  of  Dec, 
^939. 

(s)  WILLIAM  W.  ARNOLD 
Member 

[Endorsed]:  U.S.B.T.A.  Lodged  Dec.  21,  1939. 
Filed  Dec.  22,  1939.  [68] 
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[Title  of  Board  and  Cause.] 

STIPULATION  OF  FACTS 

It  is  hereby  stipulated  and  agreed  by  and  between 
the  parties  hereto,  through  their  respective  eoimsel 
of  record,  that  the  following  are  true  and  material 
facts  involved  in  this  cause  and  may  be  found  as 
facts  by  the  Board  of  Tax  Appeals. 

I. 

Charles  Laughton,  the  petitioner  herein,  is  a  sub- 
ject of  Great  Britain  and  has  throughout  his  life, 
including  at  all  times  pertinent  to  this  proceeding, 
been  a  resident  of  and  domiciled  in  England.  He 
is  a  motion  j)icture  actor,  well  known  In  both  Great 
Britain  and  the  United  States. 

II. 

In  1932  he  came  to  the  United  States  and  was 
engaged  by  Paramount-Publix  Corporation,  prede- 
cessor of  Paramount  Productions,  Inc.,  in  the  fol- 
lowing pictures:  ^' Devil  and  the  Deep",  *'Sign  of 
the  Cross",  ^^ Island  of  Lost  Souls",  ^^f  I  Had  a 
Million".  During  said  year  he  also  played  in  ^'The 
Old  Dark  House"  for  Universal  [69]  Pictures 
Corporation  under  a  loan  of  his  services  by  Pai'a- 
mount-Publix  Corporation  to  said  Universal  Pic- 
tures Corporation. 

III. 

On  March  29,  1933,  he  entered  into  a  contract 
with  Paramoimt  Productions,  Inc.,  under  the  terms 
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of  which  there  was  produced  in  said  year  ^^  White 
Woman''.  A  true  and  correct  copy  of  said  contract 
is  attached  hereto,  marked  Exhibit  ^^A",  referred 
to  and  by  this  reference  made  a  part  hereof. 

IV. 

Under  date  of  September  15,  1933,  Paramount 
Productions,  Inc.  exercised  its  option  as  provided 
in  Paragraph  Twelfth  of  said  contract  of  March 
29,  1933,  and  notified  the  petitioner  of  its  intention 
in  reference  tliereto  by  letter,  a  true  and  correct 
copy  of  which  is  set  forth  herein: 

^^  September  15,  1933. 

*^Mr.  Charles  Laughton, 
Hollywood,  California. 

Pear  Mr.  Laughton: 

Please  take  notice  that  mider  signed  corpo- 
ration   liereby    elects    to    exercise    the    option 
o-rauted  in  Paragraph  TWELFTH  of  an  agree- 
uient  between  you  and  the  undersigned  corpo- 
ration j^iearing  date  the  29th  day  of  March,  1933, 
for  your  service  in  one  motion  picture  photo- 
play to  be  ])roduced  between  the  periods  com- 
mencing April  15,  1934,  and  terminating  Se]v 
tember  15,  1934,  and  upon  all  the  other  terms 
and  couditious  set  forth  in  said  agreement. 
Very  truly  yours, 
(signed)     PARAMOUNT  PROPUCTIONS 
INC. 
By  ALBERT  A.  KAUFMAN, 

Assistant  Secretary."  [70] 
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V. 
After  completing-  the  picture  referred  to  in  Para- 
graph III  above,  the  petitioner  returned  to  Eng- 
land and  on  April  30,  1934,  a  corporation  bearing 
the  name  of  Motion  Picture  and  Theatrical  In- 
dustries Limited  was  organized  under  and  by  virtue 
of  the  laws  of  Great  Britain,  and  specifically  under 
the  English  Companies  Act  of  1929.  A  true  and 
correct  copy  of  said  act  is  attached  hereto,  marked 
Exhibit  ''B'',  referred  to  and  by  this  reference 
made  a  part  hereof.  A  true  and  correct  copy  of  the 
Memorandum  and  Articles  of  Association  and  the 
First  Schedule  to  The  Companies  Act,  1929  (Table 
A)  constituting  Regulations  for  Management  of 
a  Company  Limited  by  Shares  is  attached  heieto, 
marked  Exhibit  ^'C^^  referred  to  and  by  this  refer- 
ence made  a  part  hereof.  The  principal  place  of 
business  of  Motion  Picture  and  Theatrical  In- 
dustries Limited  has  been  at  all  times  since  it.s 
formation  and  nov;  is  Ijondon,  England.  1'he  ])eti- 
tioner  has  been  at  all  times  since  the  organization 
of  said  corporation  the  real  beneficial  owner  of  all 
of  its  outstanding  stock  except  qualifying  shares. 

VI. 

On  May  4,  1934,  in  Lcmdon,  England.  ])etiti(^ii(M* 
and  Motion  Picture  and  Theatrical  Industries  Lim- 
ited executed  a  certain  document,  a  true  and  corre(*t 
copy  of  which  is  attached  hereto,  marked  Exhil)it 
^*D",  referred  to  and  by  this  reference  made  a  part 
hereof.  [71] 
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YII. 

Under  date  of  May  ^,  1934,  F.  M.  Guedalla  & 
Company,  Solicitors  of  London,  England,  wrote 
to  the  petitioner's  theatrical  agents  in  the  United 
States,  Frank  Joyce-Myron  Selznick,  Ltd.,  of  Bev- 
erly Hills,  California.  A  true  and  correct  copy  of 
said  letter  is  attached  hereto,  marked  Exhibit  ^^E" 
referred  to  and  hy  this  reference  made  a  part 
hereof. 

VIII. 

On  May  22,  1934,  Frank  Joyce-Myron  Selznick, 
Ltd.,  replied  to  the  aforesaid  letter.  A  true  and  cor- 
rect copy  of  said  reply  is  attached  hereto,  marked 
Exhibit  ^^F'^,  referred  to  and  by  this  reference  made 
a  part  hereof. 

IX. 

Under  date  of  June  8,  1934,  Loyd  Wright  wrote 
to  Loeb,  Walker  &  Loeb,  attorneys  for  Metro-Gold- 
wyn-Mayer  Corporation,  relative  to  services  of  the 
petitioner.  A  copy  of  said  letter  is  attached  hereto, 
marked  Exhibit  ^^G'',  referred  to  and  by  this  refer- 
ence made  a  part  hereof. 

X. 

(h^  the  5th  day  (^f  July,  1934,  Paramomit  Pro- 
ductions, Inc.,  and  Charles  Laughton,  the  peti- 
tioner  herein,    executed   the    following    document: 

[72] 
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^Muly  5,  1934. 
^^Mr.  Charles  Laughton, 
Hollywood,  California. 

Dear  Mr.  Laughton : 

This  will  confirm  our  understandixig  and  it  is 
hereby  agreed  that  oiii-  agreement  with  yon 
bearing  date  of  the  29th  day  of  March  1933, 
be  and  the  same  is  hereby  terminated  as  of 
July  4,  1934,  at  the  end  of  such  day,  and  we 
hereby  respectively  release  and  discharge  each 
other  from  any  and  all  obligations  arising'  out 
of  or  that  may  arise  out  of  the  said  agi'eement. 
Kindly  sign  under  the  word  ^Accepted'  below 
and  return  this  letter  for  our  files,  retaining 
the  enclosed  duplicate  original. 
Yours  very  truly, 

PARAMOUNT  PRODUCTIONS 
INC. 
By:  HENRY  HERZBRUN 

Assistant  Secretary." 
Accepted : 
CHARLES  LAUGHTON" 

XI. 

On  the  5th  day  of  July,  1934,  Motion  Picture 
and  Theatrical  Industries  Limited  entered  into  an 
agreement  with  Paramount  Productions,  Inc.,  rela- 
tive to  the  services  of  the  petitioner  herein.  A  true 
and  correct  copy  of  said  contract  is  attached  hereto, 
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marked  Exhibit  ^^H",  referred  to  and  by  this  refer- 
ence made  a  part  hereof.  [73] 

XII. 

On  the  6th  day  of  July,  1934,  Motion  Picture 
and  Theatrical  Industries  Limited  entered  into  an 
agreement  with  the  said  Metro-Goldwyn-Mayer 
Corporation  relative  to  the  services  of  the  peti- 
tioner herein.  A  true  and  correct  copy  of  said  agree- 
ment is  attached  hereto,  marked  Exhibit  ^^I",  re- 
ferred to  any  by  this  reference  made  a  part  hereof. 

XIII. 

Subsequently,  and  on  the  25th  day  of  August, 
1934,  said  agreement  entered  into  by  and  between 
Motion  Picture  and  Theatrical  Industries,  Limited 
and  Metro-Goldwyn-Mayer  Corporation,  as  afore- 
said, was  altered  by  agreement  of  the  parties  thereto 
in  several  respects.  A  true  and  correct  copy  of  the 
correspondence  embodying  the  changes  to  be  made 
in  said  agreement  is  attached  hereto,  marked  Ex- 
hibit ^'J'\  referred  to  and  by  this  reference  made 
a  y^art  hereof. 

Likewise,  on  said  25th  day  of  August,  1934,  Mo- 
tion Picture  and  Theatrical  Industries  Limited  and 
Metro-Goldw^ni-Mayer  Corporation  reduced  said 
prior  agreement  as  amended  to  writing  and  exe- 
cuted said  new  agreement  on  said  date.  A  true  and 
correct  copy  of  said  agreement,  dated  the  25th  day 
of  August,   1934,   is  attached  hereto,   marked  Ex- 
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hibit  ''K",  referred  to  and  by  this  reference  made 
a  part  hereof. 

XIV. 
On  the  21st  day  of  December,  1934,  Motion  Pic- 
ture and  Theatrical  Industries  Limited  entered  into 
an  agreement  with  Twentieth  Ontury  [74]  Pic- 
tures, Inc.,  a  corporation  organized  under  the  laws 
of  New  York,  and  having  its  y)rincipal  j)lace  of 
business  in  the  County  of  Los  Angeles,  State  of 
California.  A  true  and  correct  copy  of  said  agree- 
ment is  attached  hereto,  marked  Exhibit  '^L",  re- 
ferred to  and  by  this  reference  made  a  part  hereof. 

XV. 

Pursuant  to  the  terms  of  the  contracts  and  agree- 
ments referred  to  herein,  petitioner  rendered  ser- 
vices as  a  motion  picture  actor  in  the  production 
of  motion  pictures  in  the  studio  of  Metro-Goldw>ni- 
Mayer  Corporation,  Twentieth  Century  Pictures, 
Inc.,  and  Paramount  Productions,  Inc.  from  time 
to  time  during  the  years  1934  and  1935.  For  said 
services  so  rendered  said  studios  paid  to  Motion 
Picture  and  Theatrical  Industries  Limited  tlie  fol- 
lowing sums  in  the  following  calendar  years: 

1934  193.> 

Metro-Ooldwyn-Mayer  CorporatioTi  $45,338.8:)     $11 9/230. TiS 

Paramount   Productions,    Tnc 48,000.00  0.000.00 

Twentieth   Century  Pictures,   Tnc 65.000.00 

$93,333.33    $190,230.76 
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XVI. 

Prior  to  turning  over  and  paying  to  Motion  Pic- 
ture and  Theatrical  Industries  Limited  the  sums  set 
out  in  the  foregoing  paragraph,  said  [75]  studios 
deducted  from  the  sums  paid  over  to  Motion  Pic- 
ture and  Theatrical  Industries  Limited  as  and  for 
income  tax  withheld  at  the  source,  pursuant  to 
Section  144  of  the  Revenue  Act  of  1934,  the  follow- 
ing sums  at  the  following  times : 

1934  1935 

Metro-Goldwyn-Mayer  Corporation  $  6,233.33     $16,394.24 

Paramount  Productions,  Inc 6,600.00  825.00 

Twentieth  Century  Pictures,  Inc 8,937.50 

Total $12,833.33     $26,156.74 

Said  studios  paid  over  to  the  Collector  of  Internal 
Revenue  for  the  Sixth  Internal  Revenue  Collection 
District  of  California  said  sums  so  withheld  as  in- 
come tax  pursuant  to  Section  144  of  the  Revenue 
Act  of  1934  during  the  years  1934  and  1935. 

XVII. 

At  all  times  pertinent  to  this  proceeding  Loyd 
Wright  was  the  duly  appointed  attorney  in  fact 
of  Motion  Picture  and  Theatrical  Industries  Lim- 
ited; and  that  since  February  19,   1935,  the  said 
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Loyd  Wright  has  been  the  duly  appointed  attorney 
in  fact  of  the  petitioner. 

CLAUDE  I.  PARKER 
JOHN  B.  MILLIKEN 

Counsel  for  Petitioner. 
ACB/cvl  6/24/38 

J.  P.  WENCHEL 
Chief  Counsel, 

Bureau  of  Internal  Revenue, 
Counsel  for  Respondent.  [76] 


EXHIBIT  ^^A'' 
STIPULATION  OP  PACTS 

Agreement  made  this  29th  day  of  March,  1933, 
between  Paramount  Pi-oductions,  Inc.,  a  Delaware 
corporation,  hereinafter  referred  to  as  the  ^'Cor- 
poration'', and  Charles  Laughton,  hereinafter  re- 
ferred to  as  the  ^^ Artist": 

First:  The  Corporation  hereby  employs  the 
Artist  to  act,  play,  perform  and  take  part  in  two 
(2)  motion  picture  j)hotoplays,  with  the  ])hoto- 
graphing  of  which  sound,  including  sj)oken  words, 
songs,  and  music  may  be  synchronously  recorded 
by  mechanical  and/or  electrical  means,  and  in  re- 
hearsals, acts,  parts  and  scenes  thereof,  including 
the  rendition  of  speaking  parts  and  musical  num- 
bers for  and  as  directed  by  the  Corporation  at  its 
studio  at  Hollywood,  California,  and  at  such 
studios  and  on  such  locations  as  the  Corporation 


96  Commissioner  of  Int.  Revenue 

may  from  time  to  time  designate,  which  two  (2) 
motion  picture  ])hotoplays  are  to  be  produced  dur- 
ing the  ]:>eriod  commencing  on  or  about  the  12th 
day  of  June,  1933,  (upon  which  date  the  Artist 
agrees  to  a])pear  at  the  Studios  of  the  Corporation 
at  Hollywood,  California,  ready  to  render  his  serv- 
ices in  the  first  motion  picture  ]n'oduction  to  be 
made  pursuant  hereto),  and  terminating  on  the 
15th  day  of  September,  1933. 

Second:  The  Artist  hereby  accepts  the  said  em- 
ployment and  asTees  to  give  his  entire  time  and  at- 
tention and  devote  his  best  talents  and  abilities  to 
the  services  of  the  Corporation  and^r  such  other 
pei'son,  firm  or  corporation  as,  when  and  where  the 
Corporation  may  direct  durino-  the  term  of  his 
agreement. 

Third:  In  full  consideration  for  the  services  to 
be  rendered  by  the  Artist  pursuant  hereto,  and  for 
the  option  hereinafter  ^Tanted,  the  Corporation 
agrees  to  ]iay  to  the  Artist  and  the  Artist  a.oTees  to 
acfe])t  salary  at  tlie  rate  of  Two  Thousand  Five 
ITuud]'ed  ($2,500.00)  Dollars  ]^er  week  for  not  less 
thau  five  (5)  weeks  for  the  services  of  tlie  Artist 
iu  the  first  producti(^u  :  [77]  and  salary  at  the  rate 
of  1^vo  Thousand  Seven  Hundred  Fifty  ($2,750.00) 
Dollars  per  week  for  not  less  than  five  (5)  weeks 
f(»T'  th(^  services  oF  th.e  Artist  in  the  second  produc- 
tion, ])aymeuts  of  which  salary  are  to  be  made  to 
the  Artist  ou  tbe  Wednesday  following  the  end  (^f 
each  week  for  which  the  Artist  shall  be  entitled  to 
salary   ))ursuaut  hereto. 
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Fourth:  If  the  Artist's  services  shall  be  required 
in  the  respective  productions  in  excess  of  the  num- 
ber of  vs^eeks  specified  therefor,  the  Artist  agrees 
to  continue  to  render  his  services  for  sur-h  addi- 
tional consecutive  period  with  respect  to  each  pro- 
duction as  the  Corx)oration  shall  require,  and  the 
salary  agreed  to  be  paid  to  the  Artist  for  the  re- 
spective productions  shall  be  paid  to  him  until  his 
services  in  each  production  ai'e  completed.  For  any 
incomplete  week  after  the  last  full  week,  however, 
the  Artist's  salary  shall  be  i)ro-rated  on  the  basis 
of  a  six-day  week.  It  is  understood,  however,  that 
for  the  purposes  hereof,  the  Artist  shall  not  ])e 
deemed  to  be  appearing  in  any  production  when  he 
shall  apj)ear  for  retakes  therefor. 

Fifth:  The  Artist  agrees  to  appear  for  retakes 
and/or  re-recording  of  any  parts  of  the  motion  pic- 
ture productions  to  be  made  hereimder,  if  any 
should  be  necessary  in  the  opinion  of  the  Corpoi-a- 
tion,  after  the  completion  of  each  of  the  said  pro- 
ductions, at  a  daily  sahxry  of  one-sixth  of  that  re- 
(*eived  by  him  for  his  services  during  the  actual 
production  of  the  motion  picture  photoplay  for 
which  such  I'etakes  and/or  re-recording  may  be 
made.  The  Artist  agrees  to  appear  at  the  studios  of 
the  Corporation  for  such  retakes  and/or  re-record- 
ing within  a  reasonable  time  after  notice  of  such 
necessity  shall  have  been  given  to  him. 

Sixth:  The  Artist  hereby  grants  to  the  Cor])o- 
ration  the  exclusive  right  to  use  his  name,  ])h()to- 
grapli   and  likeness    (and   any  simulation  thereof) 
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and  to  record,  reproduce,  amplify  and  simulate  his 
voice  by  electrical  and/or  mechanical  means  in 
each  [78]  of  the  motion  picture  productions  to  be 
made  hereunder  and  in  advertising,  exploiting  and 
exhibiting  the  same. 

Seventh :  The  Artist  agrees  that  during  the  inter- 
vening period  between  the  date  of  the  completion 
of  his  services  in  the  first  and/or  second  motion  pic- 
ture photoplays  to  be  made  hereunder  and  the  15th 
day  of  September,  1933,  and/or  if  the  Corporation 
shall  exercise  the  option  hereinafter  provided  for, 
from  the  date  of  the  exercise  of  such  option  until 
the  15th  day  of  September,  1934,  he  will  not  engage 
in  any  act  or  performance  for  the  production  of 
any  other  motion  picture  photoplay  for  any  other 
person,  firm  or  corporation  without  first  submitting 
to  the  Corporation  in  writing  the  terms  of  any 
bona-fide  offer  which  is  acceptable  to  him  and  which 
he  may  receive  from  any  person,  firm  or  corpora- 
tion other  than  the  Corporation,  to  appear  in  mo- 
tion pictures.  The  Corporation  may  accept  such 
terms  within  ten  days  after  such  submission,  and 
upon  such  acceptance  the  Corporation  and  the 
Artist  will  immediately  execute  a  contract  with  re- 
spect to  such  additional  motion  picture  or  motion 
pictures  embodying  the  agreed  terms.  Should  the 
Corporation  not  accept  such  terms,  then  the  Artist 
shall  be  free  to  render  his  services  to  such  other 
person,  firm,  or  corporation  for  such  production, 
provided  that  the  role  in  which  he  may  be  cast 
therein  and  the  billing  to  be  accorded  him  in  con- 
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nection  with  such  motion  picture  photoplay  shall 
be  satisfactory  to  and  approved  by  the  Corpora- 
tion, which  approval  shall  not  be  unreasonably 
withheld,  and  provided  furthei*  that  the  Corpora- 
tion for  w^hich  he  may  so  appear  shall  be  one  wliose 
pictures  are  released  in  first-class  houses  in  key 
cities  in  the  United  States,  nand  provided  also  that 
his  appearance  in  any  such  production  shall  in  no 
way  interfere  with  his  rendition  of  his  services  to 
the  Corporation  pursuant  hereto.  [79] 

The  foregoing  provision,  however,  shall  not  be 
construed  to  prevent  the  Artist  from  appearing  on 
the  legitimate  stage  in  the  performance  of  plays  by 
living  actors  during  the  periods  aforementioned, 
provided  that  such  appearance  does  not  interfere 
with  the  full  rendition  of  his  services  for  the  cor- 
poration  pursuant  hereto. 

Eighth :  The  Artist  further  agrees  to  speak  the 
dialogue  of  any  parts  or  roles  in  which  he  may  be 
cast  pursuant  hereto,  at  such  times  and  places  des- 
ignated by  the  Corporation  in  radio  broadcastino*, 
either  singly  or  in  conjunction  with  other  players 
employed  by  the  Corporation,  for  the  purpose  of 
advertising  and  exploiting  any  motion  ])ictiire  ])ro- 
ductions  in  which  he  may  appear,  ])rovided  the 
other  engagements  of  the  Artist  so  permit,  and  the 
Artist  further  grants  to  the  Corporation  the  right 
to  broadcast  by  radio  broadcasting  from  the  rec- 
ords made  by  the  Artist  pursuant  hereto. 

Ninth :  The  Corporation  agrees  to  furnish  the 
Artist  and  his  wife  with  first-class  transportation 
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from  London,  England,  to  Los  Angeles,  California, 
with  drawing-room  from  New  York  City,  New 
York  to  Los  Angeles,  California,  and  provided  the 
Artist  returns  to  London,  England,  immediately 
upon  the  completion  of  his  engagement  for  the 
Corporation,  the  Corporation  agrees  to  furnish  the 
Artist  and  his  wife  with  like  transportation  from 
Los  Angeles,  California,  to  London,  England. 

The  Corporation  agrees  to  provide  the  Artist 
with  first-class  transportation  whenever  the  Artist 
is  required  to  travel  in  rendering  his  services  for 
the  Corporation  and  to  defray  his  necessary  living 
expenses  when  rendering  services  hereunder  on 
location,  except  when  in  or  near  the  cities  of  Los 
Angeles,  California,  or  New  York,  New  York. 

Tenth:  If  the  Artist  should  be  unable  or  [80] 
should  fail  to  render  his  services  in  any  of  the  said 
productions  continuously  after  the  photogi^aphing 
of  the  same  shall  have  commenced,  or  to  proceed  on 
the  date  set  by  the  Corporation  for  such  commence- 
ment, the  Corporation  may,  at  its  election,  termi- 
nate this  agreement  or,  by  giving  the  Artist  written 
notice  of  its  intention  so  to  do,  extend  the  ])ending 
period  hereof  for  a  period  equal  to  the  time  during 
which  such  disability  or  non-performance  shall 
continue  and  the  date  for  the  exercise  of  the  option 
herein  contained  shall  be  correspondingly  jx^st- 
poned;  but  in  the  event  such  disability  or  ncm- 
performance  shall  be  due  to  illness,  injury,  or  acci- 
dent tlien  the  Corporation  may  not  terminate  this 
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agreement  unless  such  illness,  injury  or  accident 
shall  continue  for  one  (1)  week.  Such  election  shall 
be  without  prejudice  to  any  right  or  remedy  of  tlie 
Corporation  for  failure  to  perPorrn  on  the  part  of 
the  Artist.  Should  the  Corporation  pay  the  Artist 
salary  during  any  period  of  incapacity  or  failure 
to  perform  the  time  of  such  non-performance  shall, 
nevertheless,  be  added  to  any  period  so  interrupted 
and  the  salary  paid  to  the  Artist  during  such  non- 
performance shall  be  treated  as  payment  for  the 
Artist's  services  during  the  time  so  added.  The 
payment  of  salary  to  the  Artist  during  any  such 
period  of  incapacity  or  failure  to  perforin  shall  ))e 
wholly  optional  w^ith  the  Corporation  and  shall  not 
constitute  a  waiver  of  any  right  hereunder  or  any 
X^rovision  hereof. 

Eleventh:  Should  the  Cor])oration  be  prevented 
from  m  aking  motion  pictures  by  epidemic,  fire, 
action  of  the  elements,  strikes,  labor  disputes,  gov- 
ernmental order,  court  order,  the  act  of  God,  oi*  a 
public  enemy,  war,  riots,  civil  commotion,  or  other 
causes  beyond  the  control  of  the  Corporation, 
whether  of  the  same  or  any  other  nature,  then  the 
o])eration  of  this  agreement  may  be  suspended  dur- 
ing such  interruption.  IT]^on  the  resumption  of 
work  by  the  Corporation,  a  ])eriod  of  time  equal  to 
the  [81]  period  of  such  interruption  shall  be  added 
at  the  end  of  the  ])eriod  so  interrupted  and  the  date 
for  the  exercise  of  the  o])tion  herein  contained  shall 
be  correspondingly  postponed.  Tf  such  interruption 
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shall  continue  beyond  six  (6)  \Yeeks,  the  Artist 
shall  be  free  to  terminate  this  agreement,  unless  the 
Corporation  shall  then  resume  payment  hereunder. 

Twelfth :  The  Artist  hereby  grants  to  the  Corpo- 
ration an  option  upon  the  Artist's  exclusive  serv- 
ices in  one  (1)  motion  picture  photoplay  to  be 
produced  between  April  15,  1934,  and  September 
15,  1934,  at  the  salary  at  the  rate  of  Three  Thou- 
sand ($3,000.00)  Dollars  per  week  for  not  less  than 
five  (5)  weeks  for  his  sendees  in  such  production. 

The  Corporation  may  exercise  the  foregoing 
option  by  giving  the  Artist  written  notice  of  its  in- 
tention so  to  do  not  later  than  September  15,  1933. 
Thereupon  the  Artist  and  the  Corporation  shall  be 
obligated  to  each  other  upon  the  terms  and  condi- 
tions herein  pro^dded,  except  for  the  salary  pro- 
vision specified  with  reference  to  the  said  option 
period. 

Provided  the  Corporation  shall  have  exercised 
the  foregoing  option,  the  Artist  agrees  to  give  the 
Corporation  written  notice  not  later  than  Marcli  1, 
1934,  of  the  date  upon  which  the  Artist  shall  be 
ready  to  render  his  services  pursuant  to  such  option 
and  after  receipt  of  such  notice,  but  not  later  than 
April  1,  1934,  immediately  following,  the  Corpo- 
ration agrees  to  give  the  Artist  written  notice  of 
the  date  during  such  option  period  upon  which  the 
Artist  shall  report  at  the  Studios  designated  by  the 
Corporation,  ready  to  render  his  services  during 
such  period. 
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Thirteenth:  Any  notice  required  to  be  given 
hereunder  by  the  Corporation  to  the  Artist  shall  be 
sufificiently  given  by  mailing  the  same  by  registered 
mail  in  a  post-paid  wrapper,  or  by  [82]  telegraphic 
communication,  addressed  to  the  Artist  in  care  of 
Frank  Joyce-Myi'on  Selznick  Ltd.,  tlie  Artist's 
agents,  or  by  personally  delivering  the  same  to  said 
Frank  Joyce-Myron  Selznick  Ltd.  The  date  of  the 
mailing  of  notice  of  exercise  of  option  or  notice  to 
appear,  or  the  personal  delivery  thereof,  shall  be 
the  date  of  the  exercise  of  such  option  or  the  giving 
of  such  notice. 

Any  notice  required  to  be  given  to  the  Corpoi'a- 
tion  by  the  Artist  shall  be  given  by  mailing  the 
same  by  registered  mail  in  a  postpaid  wrapper,  or 
by  telegraphic  communication,  addressed  to  the 
Corporation  at  5451  Marathon  Street,  Hollywood, 
California. 

Fourteenth:  The  Artist  hereby  warrants  that  he 
is  free  to  enter  into  this  agreement  and  render  the 
services  pursuant  hereto. 

Fifteenth:  It  is  mutually  understood  and  a^-reed 
that  the  Artist's  services  are  extraordinary,  unique 
and  not  replaceable,  and  that  there  is  no  adequate 
remedy  at  law  for  a  breach  of  this  agreement  by 
the  Artist;  and  that  the  Corporation,  in  the  event 
of  such  breach  or  threatened  or  attem])ted  breach, 
by  ihe  Artist,  shall  be  entitled  to  equitable  relief 
by  way  of  injunction  or  otherwise. 
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In  Witness  Whereof,  the  parties  hereto  have 
executed  these  presents  ihe  day  and  year  first  above 
written. 

PARAMOUNT  PRODUCTIONS,  INC. 
By:  (Signed)  E.  COHEN 

Vice  President 
(Signed)  CHARLES  LAUGHTON  (L.  S.)  [83] 

Dated  29th  day  of  March,  1933. 

Paramoimt  Productions  Inc. 

and 

Charles  Laughton 


Copy 
AGREEMENT 


F.  M.  Guedalla  &  Co., 
Grand  Buildings, 
Trafalgar  Square, 
W.  C.  2.  [84] 


EXHIBIT  ^^D" 

STIPULATION  OF  FACTS 

This  Agreement  made  in  duplicate  the  fourth  day 
of  May  1934  Between  Motion  Picture  and  Theatri- 
cal Industries  Limited  of  6,  Talbot  House,  98  St. 
Martin's  Lane  in  the  County  of  Londou  (lierein- 
after  called  ^Hhe  Employer")  of  the  o]ie  ])art  and 
Charles  Laughton  of  34,    Gordon    Square    in    the 
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County   of  London    (hereinafter   called   ''the   Eni- 
X^loyee")  of  the  other  part. 

Whereas  the  Emj)]oyee  in  virtue  of  a  contract 
made  between  him  and  London  Film  Productions 
Limited  on  the  3rd  November  1933  is  entitled  to  a 
sum  equal  to  10%  of  the  Producer's  ^ross  receipts 
for  the  tihn  called  ''The  Private  Life  of  Henry 
VITT"  in  the  United  States  of  America  and  in  the 
British  Empire  (exclusive  of  the  British  Isles)  and 
as  part  of  the  consideration  hereinafter  ap7)earin,^ 
has  agreed  to  assign  such  percentage  to  the  Em- 
ployer. 

And  Whereas  the  Employee  entei-ed  into  an 
agreement  dated  the  26th  February  1934  with  the 
said  London  Film  Productions  Limited  whereby 
subject  to  the  terms  and  conditions  thereof  he  has 
agreed  to  take  part  in  films  which  London  Film 
Productions  Limited  proposes  to  j)rodnce  at  future 
dates  and  the  Employee  as  part  of  the  cc^nsidera- 
tion  hereinafter  appearing  has  agreed  to  assign  to 
the  Employer  the  benefits  and  any  monies  arising 
out  of  the  said  agreement  of  the  26th  February 
1934  a  copy  of  which  has  been  sup])lied  (as  the  Em- 
ploye!' acknowledges)  by  the  Employee  to  the  Em- 
ployer signed  for  identification  by  the  Employee. 

And  Whereas  at  the  request  (^f  the  Employ (M'  the 
Employee  is  about  to  proceed  to  Los  Angeles  in 
the  State  of  California  to  render  such  services  as 
may  be  reasonal)ly  directed  by  the  Employer  but 
su])ject  as  hereinafter  ])rovided  in  various  theatri- 
cal   ov   cinematographic   activities    in    the    United 
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States  of  America  or  elsewhere  outside  the  British 
Isles. 

Now  It  Is  Hereby  Agreed  as  follows: 

1.  For  and  in  consideration  of  the  premises  and 
of  Five  Shillings  paid  (as  is  hereby  acknowled^^ed) 
by  each  party  to  the  other  party  the  Employer  is 
to  have  the  sole  and  exclusive  sein^ices  of  the  Em- 
ployee and  the  Employee  will  give  his  sole  and  ex- 
clusive services  to  the  Employer  for  a  period  of  five 
years  from  the  date  of  this  agreement,  the  Em- 
ployer undertaking  and  hereby  agreeing  to  pay 
every  week  to  the  Employee  at  such  Bank  or 
Banks  as  from  time  to  time  the  Employee  may  di- 
rect the  sum  of  £150,  time  being  of  the  essence  of 
this  agreement,  the  Employee  having  the  right  to 
determine  same  peremptorily  if  the  Employer  at 
any  time  shall  be  in  arrears  as  to  the  payment  of 
any  weekly  sum  without  justification  for  a  period 
exceeding  14  days. 

2.  In  consideration  of  the  premises  the  Em- 
ployer will  forthwith  pay  to  the  Employee  to  such 
Bank  or  Banks  as  he  shall  desi,Q:nate  an  advance 
sum  equivalent  to  £3,900  representing  26  weekly 
sums,  of  which  £1,500  shall  be  transmitted  to  Holly- 
wood at  the  Employer's  expense.  [85]  In  the  case 
of  any  payments  to  Banks  outside  the  British  Isles 
the  Employer  will  pay  the  expenses  entailed  by  re- 
mittance, exchange  and  the  cost  thereof.  From  time 
to  time  as  occasion  may  arise  the  Employee  shall 
have  the  right  to  demand  payment  in  advance  for 
any  period  not  exceeding  fifteen  weeks  at  any  time 
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from  the  time  that  he  shall  notify  such  require- 
ment to  the  Employer. 

3.  During  the  period  of  5  years  as  from  the  date 
of  this  agreement  the  Employee  subject  as  herein- 
after mentioned  in  Clauses  13  and  14  hereof  will 
perform  and  render  his  services  as  an  actor  in  such 
cinematographic  and  theotrical  productions  and  be 
otherwise  associated  with  same  as  may  be  directed 
and  required  by  the  Employer. 

The  Employee  will  make  personal  appearances  in 
motion  picture  theatres  and/or  other  places  of 
entertainment  or  as  a  radio  performer  not  only  by 
broadcasting  in  person  but  also  by  making  electri- 
cal transcriptions  and  by  any  other  present  or  fu- 
ture methods  or  means  and  will  render  his  serAnces 
as  an  actor  in  television  productions  and  will 
render  services  in  connection  with  broadcasting 
and/or  transmission  of  his  likeness  or  voice  by 
means  of  television,  radio  or  otherwise.  He  will 
prom]:)tly  and  faithfully  comply  with  all  reasonable 
directions,  requests,  rules  and  regulations  made  by 
the  Em]  )1  oyer  or  any  Producer  with  whom  the  Em- 
ployer shall  be  in  contact  in  connection  with  the 
services  to  be  performed  by  the  Employee. 

During  the  term  of  this  Agreement  the  Em- 
ployee will  not  render  his  services  as  an  actor,  or 
pose,  act,  appear,  write,  direct  or  render  any  other 
services  except  as  provided  in  Clause  13  hei'eof  in 
any  way  connected  with  motion  pictures  or  the 
theatre  or  in  connection  with  any  of  his  above- 
mentioned  services  othenvise  than  as  may  be  ap- 
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proved  and  directed  by  the  Employer  without  the 
written  consent  of  the  Employer  first  had  and  ob- 
tained. 

4.  The  Employee  will  not  consent  to  nor  permit 
any  other  person  to  advertise,  announce  or  make 
known,  directly  or  indirectly,  by  paid  advertise- 
ments, press  notices,  or  otherwise,  that  he  has  con- 
tracted to  do  or  perform  any  act  or  services  con- 
trary to  the  terms  of  this  agreement.  The  Em- 
ployer shall  have  the  right  to  institute  any  legal 
proceedings  in  the  name  of  the  Employee  or  other- 
wise to  prevent  such  acts  or  any  of  them.  The  Em- 
ployer from  time  to  time  and  at  all  times  in  lending 
the  services  of  the  Employee  to  third  parties  shall 
give  third  parties  if  desirable  or  necessary  similar 
rights  to  those  mentioned  in  this  clause. 

5.  The  Employee  expressly  gives  and  grants  to 
the  Employer  or  third  parties  with  whom  it  may 
contract  for  the  purpose  the  sole  and  exchisive 
right  to  photograph  and/or  otherwise  re]iroduce 
any  and  all  of  his  acts,  poses,  plays  and  ap])ear- 
ances  of  all  kinds  during  the  term  hereof  and  to 
record  his  voice  in  any  theatrical  or  cinemato- 
graphic productions  or  for  the  purposes  of  radio 
broadcasting  and  television  as  well  as  in  connection 
with  the  advertising  and/or  exploitation  of  any 
service  which  may  be  required  of  the  Employee 
hereunder.  The  Employee  shall  have  the  right  t(^ 
''double"  or  ''dub''  [86]  the  acts,  ])oses,  plays  and 
appearances  of  the  Employee  as  well  as  his  voice 
and  all   sound  effects  to  be  produced  by  the  Em- 
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ployer,  such  ^'doubling"  or  ''dubbing"  to  be  in 
English  and/or  in  any  other  language  or  languages 
designated  or  desired  by  the  Ein[)loyer  oi*  tliird 
parties  contracting  with  it  as  inay  be  directed  by 
the  Employer.  The  Employee  sliall  at  no  time  dur- 
ing the  term  of  this  Agreement  grant  similar  rights 
to  or  permit  any  person,  firm  or  Corporation  other 
than  the  Employer  or  persons  in  contact  with  it  to 
make  use  of  his  name  or  to  make  use  of  or  dis- 
tribute his  pictures,  j)hotographs  oi*  other  repi'o- 
ductions  of  his  physical  likeness  or  of  his  voice  and 
authorises  the  Employer  in  the  name  of  the  Em- 
ployee or  otherwise  to  institute  any  pro7)er  legal 
proceedings  to  prevent  sucli  acts  or  any  of  them. 
Any  copyright  of  and  in  any  films  or  photographs 
of  any  work  done  by  the  Employee  hereunder  shall 
be  vested  in  the  Employer.  The  Employee  by  his 
signature  hereto  hereby  gives  the  Em])loyer  any  and 
all  consents  which  the  Employer  may  require 
under  the  Dramatic  &  Musical  Performance  Act 
1925  to  make  use  of  the  services  given  ])y  the  Em- 
ployee and  mutatis  nmtandis  similar  consents  with 
regard  to  services  outside  the  United  Kingdoi  j.  au'l 
Northern  Ireland. 

6.  In  no  case  will  the  Employee  be  bound  to 
give  any  services  as  aforesaid  except  in  conne(*tion 
with  a  theme  and  treatment  of  such  theme  and  gen- 
eral casting  and  dates  For  ])rodu('tion  of  a  tilm  or 
theatrical  or  other  performance  as  may  be  reason- 
ably required  on  his  part,  and  nior(»  ])articulai'ly  as 
concerns  the  ])art   which   he  shall   be  requested  to 
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enact,  the  same  is  to  be  a  part  wliicli  shall  be  agree- 
able to  him,  and  the  Director  of  the  film  or  the  Pro- 
ducer of  the  theatrical  performance  is  to  be  a 
person  who  is  also  agreeable  to  him. 

7.  The  Employee  hereby  expressly  gives  and 
grants  to  the  Employer  the  right  to  lend  the  serv- 
ices of  the  Employee  to  any  other  person  or  persons 
firm  or  company  in  any  capacity  in  which  the  Em- 
ployee is  required  to  render  his  services  hereimder 
upon  the  distinct  understanding  and  condition, 
however,  that  this  contract  shall  nevertheless  con- 
tinue in  full  force  and  effect  and  that  the  Employee 
shall  not  be  required  to  do  any  act  or  perform  any 
services  contrary  to  the  provisions  of  this  agree- 
ment. Any  breach  by  any  such  person  or  persons, 
firm  or  company  of  any  of  the  terms  of  this  agree- 
ment shall  not  constitute  a  breach  by  the  Employer 
of  its  obligations  or  covenants  in  this  agreement, 
nor  shall  the  Employee  have  the  right  to  terminate 
this  agreement  by  reason  of  any  such  breach  by  any 
such  person  or  persons,  firm  or  company.  In  the 
event  that  the  Employee  is  required  to  render  serv- 
ices to  any  other  person  or  persons,  firm  or  com- 
pany as  lierein  provided  he  agrees  to  render  same 
to  the  best  of  his  ability.  Should  the  services  of  the 
Employee  be  loaned  to  any  other  person  or  persons, 
firm  or  company,  hereunder  such  other  person  or 
persons,  firm  or  company,  shall  be  entitled  to  the 
same  incidental  advertising  and  other  rights  in  con- 
nection with  services  rendered  by  the  Employee  for 
such  other  person  or  persons,  firm  or  company  as 
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are  given  to  the  Employer  under  the  terms  of  this 
agreement.  While  the  Employer  is  entitled  to  [87] 
make  such  terms  and  conditions  with  any  such  per- 
son or  persons,  firm  or  company  as  above  provided, 
the  Employee  shall  not  be  bound  to  any  such  y)crson 
or  persons,  firm  or  company  unless  he  duly  aud 
regularly  receives  from  the  Employer  at  their  due 
dates  the  above-mentioned  weekly  sums.  In  entering 
into  any  such  contracts  with  third  parties,  videlicet 
such  person  or  persons,  firm  or  company,  the  Em- 
ployer will  be  acting  at  its  own  risk  as  to  whether 
it  makes  a  profit  or  a  loss  on  any  pai'ticular  trans- 
action. 

8.  In  the  event  that  the  Employer  desires  at  any 
time  or  from  time  to  time  to  apy)ly,  in  its  own  name 
or  otherwise,  but  at  its  own  expense,  for  life,  health, 
accident  or  other  insurance  covering  the  Emj)loyee, 
the  Employee  agrees  that  the  Employer  may  do  so 
and  may  take  out  such  insurance  for  any  sum 
which  the  Employer  may  deem  necessary  to  ])rotect 
its  interests  hereunder.  The  Employee  shall  have 
no  right,  title  or  interest  in  or  to  such  insurance, 
but  agrees  nevertheless  to  assist  the  Employer  in 
procuring  the  same  by  submitting  to  the  usual  and 
customary  medical  and  other  examinations  and  l)y 
signing  such  applications  and  other  instruments  in 
writing  as  may  reasonably  be  required  by  such  in- 
surance company  or  companies. 

9.  In  the  event  that  by  reason  of  mental  or 
physical  disability  or  otherwise  the  Employee  shall 
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be  incapacitated  from  fully  performing  the  terms 
of  this  agreement  or  complying  with  each  and  all 
of  his  obligations  hereunder  or  in  the  event  that  lie 
suffer  any  facial  or  physical  disfigurement  ma- 
terially detracting  from  his  appearance  on  screen 
or  stage  or  interfering  with  his  ability  to  perform 
pro]>erly  his  required  services  hereunder,  or  in  the 
eyent  that  he  suffer  any  impairment  of  his  voice, 
then  in  any  of  the  said  events  this  agreement  may 
be  suspended  by  the  Employer  during  the  period  of 
such  disability  or  incapacity  or  facial  or  physical 
disfigurement  or  impairment  of  voice,  and  no  com- 
pensation need  be  paid  to  the  Employee  during  the 
period  of  such  suspension.  The  term  of  this  agree- 
ment and  all  its  provisions  herein  contained  may  be 
extended  at  the  option  of  the  Employer  for  a  period 
equivalent  to  the  period  of  such  suspension.  If  this 
agreement  be  suspended  as  aforesaid,  and  if  the 
term  hereof  be  extended  pursuant  to  the  provisions 
of  the  foregoing  sentence,  and  if  the  Employer  shall 
have  paid  the  Employee  any  compensation  during 
all  or  any  part  of  such  suspension,  then  and  in  that 
event  the  Employer  shall  not  be  obliged  to  pay  to 
the  Employee  any  compensation  whatsoever  during 
such  portion  of  such  extension  as  shall  be  equiva- 
lent in  time  to  the  period  for  which  the  Employer 
has  compensated  the  Employee  during  such  sus- 
pension. The  Employer  at  its  option  in  the  event  of 
the  continuation  of  such  disability  or  incapacity  or 
facial  or  physical  disfigurement  or  impairment  of 
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voice  for  a  period  or  aggregate  of  [jeriods  in  exff^ss 
of  three  months  during  the  term  hereof  ma\'  c-anr-el 
and  terminate  this  agreement. 

10.  No  waiver  by  the  Emy)loyer  of  any  breach  of* 
any  covenant  or  provisions  of  tl)is  agreement  shall 
be  deemed  to  be  a  waiver  of  any  [88]  j)recediim'  oi- 
succeeding  breach  of  the  same  or  any  other  cove- 
nant or  provision. 

11.  It  is  distinctly  understood  and  agre(^d  b\' 
and  between  the  parties  hereto  that  the  services  to 
be  rendered  by  the  Employee  under  the  terms 
hereof  and  the  rights  and  7)rivileges  granted  to  the 
Employer  by  the  Employee  under  the  terms  hereof 
are  of  a  special,  unique,  imusual  and  extraordinary 
character  which  gives  them  a  peculiar  value,  tlie 
loss  of  which  cannot  be  reasonably  or  adequately 
compensated  in  damages  in  an  action  at  law,  and 
that  a  breach  by  the  Employee  of  any  of  the  ])i'o- 
Adsions  herein  contained  will  cause  the  Employer 
irredeemable  injury  and  damage.  The  Ei]i])loyee 
therefore  expressly  agrees  that  the  Em])loyer  shall 
be  entitled  to  injunctive,  mandatory  aud  other 
equitable  relief  to  prevent  a  breach  of  this  a^i-ee- 
ment  by  the  Employee  apart  from  any  other  rights 
and  remedies  available  to  the  Employer  including 
the  Employer's  right  to  determine  tliis  agreennMit 
in  part  or  altogether,  such  rights  and  retnedies 
being  cumulative  and  none  of  them  exclusive  of  the 
others  or  of  any  right  or  priority  allowed  by  law. 

12.  In  consideration  of  the  ])remises  tlie  Em- 
ployee hereby  assigns  to  the  Em|)loyer  anv  benefits 
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and  rights  which  the  Employee  has  or  may  have 
imder  and  arising  from  the  two  said  agreements  of 
the  3rd  November  1933  and  26th  February  1934 
with  London  Film  Productions  Limited,  giving  (as 
he  hereby  does)  to  the  Employer  the  right  to  vary 
or  modify  or  release  the  said  agreements  or  either 
of  them  as  in  any  way  may  seem  fit  to  the  Em- 
ployer, the  Employer  having  the  right  at  any  time 
to  notify  London  Film  Productions  Limited  as  to 
these  assignments  or  either  of  them  and  to  require 
London  Film  Productions  Limited  to  accept  notice 
of  such  assignments  and  to  pay  all  monies  and 
render  all  accounts  in  connection  therewith  to  the 
Employer. 

13.  The  Employee  reserves  the  right  for  periods 
not  exceeding  four  months  at  a  time  and  not  more 
than  eight  months  in  any  two  calendar  years  (in- 
cluding for  that  purpose  the  remainder  of  1934  or 
beginning  of  1939)  to  act  on  the  stage  in  theatrical 
performances  as  and  where  he  shall  think  fit  with 
living  persons  and  before  audiences  of  living  per- 
sons Provided  Always  that  all  salaries,  emoluments 
or  advantages  (if  any)  derived  or  deemed  to  be  de- 
rived from  such  theatrical  arrangements  shall  be 
y)aid  direct  to  the  Employer  and  that  the  Employer 
shall  be  a  party  to  any  contract  (the  same  to  be  in 
writing)  relating  to  any  such  theatrical  arrange- 
ments, the  Employer  being  under  obligation  not- 
withstanding the  amount  of  any  such  salaries, 
emoluments,    or    advantages     (be    they    lower    or 
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higher)   to  continue  the  payments    of    the    weekly 
sums  of  £150. 

14.  The  Employer  in  making  arrangements  for 
the  Employee's  services  with  third  j)arties  or  in  di- 
rect employment  by  the  Emy)h)yer  will  make  rea- 
sonable arrangements  from  time  to  time  so  that  the 
Employee  if  he  so  wishes  shall  have  at  least  six 
weeks  continuous  holiday  in  each  calendar  year, 
shorter  holidays  to  be  arranged  to  mutual  satisfac- 
tion between  the  Employer  and  the  Employee  ])ro- 
vided  that  the  Employee  during  such  holidays  shall 
be  entitled  to  full  j)ay  of  all  weekly  sums  hereunchn* 
but  the  Employee  shall  duly  carry  out  all  ol)! illa- 
tions im-  [89]  posed  upon  l)im  in  accordance  with 
its  contracts  with  third  parties  or  if  the  Employer 
shall  itself  be  conducting  motion  picture  or  theatri- 
cal activities  the  Employee  will  carry  out  liis 
proper  obligations  to  the  Employer  in  connection 
therewith  and  only  take  his  said  holidays  subject 
thereto. 

15.  Nothing  in  this  agreement  shall  be  contrary 
to  the  proposition  that  from  time  to  time  it  is  con- 
templated that  the  Employer  itself  will  be  engaging 
in  motion  picture  or  theatrical  activities  in  the 
British  Isles  in  connection  w^ith  which  it  shall  em- 
ploy the  Employee  and  in  no  case  will  it  engage  in 
any  motion  picture  or  theatrical  activities  in  which 
there  shall  be  a  male  principal  part  without  em- 
ploying the  Employee  in  the  enactment  thereof 
unless  the  Employee  expressly  and  in  writing  shall 
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assent  to  the  Employer  iii  any  such  activities  em- 
ploying some  other  actor. 

16.  The  Employer  agrees  to  furnish  all  modern 
wardrobe  and  wearing  apparel  (as  well  as  so-called 
^^ character"  or  ^^ period''  costumes)  necessary  for 
any  or  all  roles  to  be  performed  by  the  Employee 
hereunder.  All  costumes  apparel  and  other  articles 
furnished  or  paid  for  by  the  Employer  pursuant  to 
the  terms  of  this  agreement  or  otherwise  shall  be 
and  remain  the  property  of  the  Employer  and  shall 
be  returned  promptly  to  it. 

17.  In  connection  with  any  services  to  be  ren- 
dered by  the  the  Employee  outside  the  British  Isles, 
unless  the  Employer  can  recover  same  or  part  of 
same  by  arrangements  with  third  parties  and  to  the 
extent  to  which  the  Employer  shall  fail  or  be  un- 
able to  obtain  allowances  from  third  parties,  the 
Employee  while  outside  the  British  Isles  shall  be 
paid  his  ordinary  living  expenses  while  engaged  in 
and  during  the  rendering  of  such  services  and  with 
regard  to  journeys  outside  the  British  Isles  made 
to  and  fro  for  the  purposes  of  any  such  services 
the  Employer  will  compensate  the  Employee,  the 
Employee  being  entitled  for  that  purpose  to  all  rea- 
sonable expenses  entailed  by  taking  his  wife  and  or 
family  with  him  and  also  his  valet,  and  any  special 
outlays  in  connection  with  any  such  services  outside 
the  British  Isles:  but  in  the  British  Isles  and  dur- 
ing holidays  the  Employee  will  be  liable  for  his 
travelling  and  living  expenses  and  the  expenses  of 
any  valet  or  other  servant  and  of  his  wife  and  familv 
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unless  from  time  to  time  as  may  be  reasonably 
otherwise  arranged  with  the  Emy)loyer  acoordinL:-  to 
the  nature  and  conditions  of  the  special  em- 
ployment. 

In  the  eYent  of  the  Employer  arran.^in^-  that  any 
third  party  shall  pay  all  or  any  of  these  expenses 
direct  to  the  Employee  or  in  the  event  of  the  Em- 
ployee obtaining  payment  or  provision  of  any  or 
all  of  such  expenses  from  any  third  party,  the  Em- 
ployee will  i^ive  credit  accordingly  to  the  Employer 
and  will  at  all  times  promptly  inform  the  Employer 
with  regard  to  any  such  payments  or*  ])rovisi()ii  at 
the  hands  of  third  parties.  Any  monies  due  to  the 
Employee  hereunder  shall  be  paid  by  the  Emplo\'er 
promptly  on  demand,  accompanied  by  the  necessary 
accounts  and  vouchers,  as  soon  as  it  shall  receive 
such  relative  accounts  and  vouchers.  [90] 

18.  In  consideration  of  the  premises  the  Em- 
ployer will  assume  the  obligations  of  the  Em])loyee 
to  Myron  Selznick-Frank  Joyce  Inc()r])orated  so 
far  as  at  present  unfulfilled  by  him. 

19.  If  during  the  continuance  of  this  Agreement 
or  after  the  determination  or  rescission  thereof  any 
difference  shall  arise  between  the  Em])loyer  or  Em- 
ployee as  to  the  meaning  or  effect  of  this  Agreement 
or  as  to  the  rights  or  liabilities  of  either  ])arty 
hereto  or  in  regard  to  the  construction  of  any  of  tlie 
clauses  or  provisions  covenants  stipulations  or  con- 
ditions or  schedules  herein  contained  or  as  to  anv- 
thing  to  be  made  done  or  permitted  or  not  to  be 
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made  done  or  permitted  in  pursuance  thereof  or  to 
any  other  matters  relating  to  this  Agreement  then 
such  difference  shall  forthwith  be  referred  to  arbi- 
tration in  manner  hereinafter  23roYided  namely: 

(a)  The  parties  in  difference  shall  agree  on 
and  appoint  some  Barrister-at-law  Solici- 
tor chartered  or  incorporated  Accountant 
or  Surveyor  or  Architect  of  at  least  ten 
years  standing  in  the  exercise  of  his  pro- 
fession as  a  single  arbitrator  or  failing 
agreement  in  this  respect  within  seven 
days  of  the  notice  given  in  writing  by  one 
party  to  the  other  requiring  such  agree- 
ment then  at  the  request  of  any  party 
hereto  in  difference  the  difference  shall  be 
referred  to  a  single  Arbitrator  being  such 
a  Barrister  or  Solicitor  as  aforesaid  to  be 
nominated  and  appointed  (within  14  days 
from  recei^ang  such  request)  by  the  Presi- 
dent  for  the  time  being  of  the  Law  Society. 

(b)  The  said  Arbitrator  may  make  use  of  pro- 
fessional assistance  and  shall  be  entitled  to 
inspect  and  on  application  to  order  in 
favour  of  any  party  inspection  of  the  dif- 
ferent parties'  books  and  documents  and 
to  have  copies  thereof  made  and  supplied 
and  to  order  discovery  by  them  of  any  ma- 
terial documents  and  entries  in  such  books 
and  may  require  the  personal  attendance 
and  examination  on  oath    of    the    parties 
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their  directors  their  representatives  or  any 
of  their  employees  and  may  arrange  for 
evidence  if  desirable  or  necessary  to  be 
given  outside  London. 

(c)  The  arbitration  shall  be  held  in  London. 

(d)  Subject  as  above  such  reference  shall  be 
conducted  as  the  Arbitrator  in  his  absolute 
discretion  shall  decide. 

(e)  Neither  of  the  parties  shall  be  entitled  to 
direct  the  Arbitrator  to  ''state"  fbut  the 
Arbitrator  of  his  own  volition  or  judgment 
may  ''state")  a  case  for  the  opinion  of  the 
High  Court  of  Justice  nor  shall  there  be 
any  appeal  on  matters  of  fact  from  the 
award  of  the  Arbitrator. 

Provided  always  however  that  if  it  is  neces- 
sary to  enforce  the  rights  of  any  of  the  parties 
hereto  or  the  [91]  award  of  the  Arbitrator  by 
any  injunction  or  order  for  specific  perform- 
ance or  other  equitable  relief  or  by  any  judg- 
ment mandatory  process  or  execution  the 
parties  shall  have  liberty  to  apply  at  any  ap- 
propriate stage  of  the  proceedings  concerned  to 
the  High  Court  of  Justice. 

This  Clause  shall  not  a|)ply  to  proceedings 
for  the  recovery  of  money  due  from  one  ])art\' 
to  the  other  and  which  may  properly  be  the 
subject  of  a  claim  under  Order  III  Rule  6  and 
Order  XIV  of  the  Rules  of  the  Supreme  Court. 
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20.  Any  notice  to  be  given  or  served  hereunder 
shall  be  addressed  to  or  served  on  the  Employer  at 
its  registered  office  and  to  or  on  the  Employee  at 
34,  Gordon  Square  aforesaid,  or  such  other  address 
as  from  time  to  time  the  Employee  may  furnish  to 
the  Employer  for  such  purpose,  or  in  default  of 
any  such  furnishing  at  such  address  at  the  last 
known  address  of  the  Employee.  Any  such  notice 
shall  be  deemed  to  have  been  effectively  given  if 
sent  by  registered  post  to  any  such  address  and 
proof  that  the  letter  was  properly  addressed  and 
posted  shall  be  sufficient  evidence  of  service.  No 
notice  whether  delivered  by  hand  or  sent  by  post  if 
received  on  a  Saturday,  Sunday  or  public  holiday 
shall  be  deemed  to  be  served  on  any  such  day,  but 
shall  be  deemed  to  be  served  on  the  next  subsequent 
weekday. 

In  Witness  whereof  Motion  Picture  and  Theatri- 
cal Industries  Limited  has  caused  its  Common  Seal 
to  be  hereunto  affixed  and  Charles  Laughton  has 
hereunto  set  his  hand  and  seal  the  day  and  year 
first  above  written. 

The  Common  Seal  of  Motion  Picture  and 
Theatrical  Industries  Limited  was  hereunto  affixed 
in  the  presence  of 

[Seal]     F.  M.  GUEDALLA  (signed) 
R.  H.  SHIPLEY       (signed) 

Directors 

W.  C.  OSWALD        (signed) 

Secretary 


vs,  Charles  Laughton  121 

Signed  Sealed  and  Delivered  by  the  above  named 
Charles  Laughton  in  the  presence  of 
AGNES  ASHTON, 
311  Ivydale  Road, 

Waverley  Park,  S.  E.  15. 
Solicitor's  Secretary, 
(signed)  CHARLES  LAUGHTON  [92] 


EXHIBIT  ^^E'' 
STIPULATION  OP  FACTS 

P.  M.  Guedalla  &  Co. 
Solicitors 

P.  M.  Guedalla 

Grand  Buildings, 
Trafalgar  Square 
London  W.  C.  2 
4th  May  1934 

Prank  Joyce-Myron  Selznick,  Ltd., 
9460  Wilshire  Boulevard, 
I>everly  Hills,  California. 

Gentlemen : 

Charles  Laughton 

Motion  Picture  &  Theatrical  Industries,  Ltd. 

Por  your  information  and  records  we  herewith 
beg  to  enclose  copy  Agreement  of  the  4th  May,  1934 
entered  into  between  Mr.  Charles  Tjaughton  and 
Motion  Picture  &  Theatrical  Industries  Ltd.  (here- 
inafter called  ^^the  Company ''). 
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If  Mr.  Jovce  (as  we  hope)  when  this  reaches  you 
is  well  enough,  he  will  remember  the  conversations 
he  has  had  on  this  subject  with  Mr.  Gruedalla.  He 
stated  that  your  firm  would  assist  Mr.  Lauo^hton  to 
the  best  of  its  ability. 

^Ve  are  sending  a  copy  of  this  letter  to  Myron 
Selznick-Frank  Joyce  (of  England)  Limited  and 
askins:  Mr.  Votion,  if  he  has  a  copy  of  Mr.  Laugh- 
ton's  Contract  with  you,  to  let  us  have  same. 

Mr.  Joyce,  before  he  left  England,  promised  Mr. 
Guedalla  a  fair  copy.  Li  the  event  (as  we  antici- 
pate) that  Mr.  Votion  has  not  got  a  copy,  perhaps 
you  would  be  good  enough  to  let  us  have  a  certified 
correct  copy  of  Mr.  Laughton's  Contract  with  you. 
You  mil  observe  that  the  benefits  and  obligations 
are  taken  over  by  the  Company,  and  the  Company 
will  enter  into  any  requisite  contract  with  you  to 
give  effect  to  this  arrangement. 

AVe  are  asking  Mr.  Loyd  Wright  to  be  oood 
enoudi  to  act  for  the  Company  and  Mr.  Lau^iton 
in  drawing  the  necessary  contract  with  you.  Mr. 
Joyce  has  already  informed  us  that  Mr.  Loyd 
TVrieht  is  a  Director  of,  as  well  as  Counsel  to  your 
Company,  but  we  see  no  reason  (unless  Mr.  Loyd 
AYright  objects  to  acting'  for  everybody)  why,  in 
this  particular  matter,  he  should  not  act  for  all 
parties  concerned.  If  he  has  any  doubts  on  this 
matter  we  should  be  much  obliged  if  he  would  turn 
over  the  legal  representation  in  this  matter  of  the 
Company  and  Mr.  Laughton  to  the  Counsel  for  tlie 
United  Artists  Corporation,  with  whom  we  believe 
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both  he  and  you  act  in  many  matters  very  amicably. 

You  will  observe  as  regards  ''Henry  VIIT"  and 
the  three  future  films  for  London  Film  Productions 
that  the  benefits  and  obligations  of  those  Agree- 
ments, so  far  as  unfulfilled,  are  turned  over  by  Mr. 
Laughton  to  the  Company;  i.e.  the  Company  will 
now  collect  the  percentages  on  ''Henry  VTII'',  and 
we  are  about  to  notify  London  Film  Productions  to 
that  effect.  [93] 

We  will  inform  London  Film  Productions  that 
we  recognize  your  firm  (including  Myron  Selznick- 
Frank  Joyce  (of  England)  Limited)  as  the  Com- 
pany's agents  for  the  purpose,  so  that  it  will  be  in 
order  that  in  making  remittances  to  the  Company 
you  will  (as  we  understand,  as  provided  in  your 
contract)  deduct  your  lO^f  commission  en  route. 
We  imagine  in  fact  that  it  will  be  Myron-Selznick- 
Frank  Joyce  (of  England)  Limited  which  will  han- 
dle this  matter  for  you,  and  we  are  aware  that  Mr. 
Votion  has  been  trying  to  get  an  accounting  and 
cheque  for  percentages  on  "Henry  VIIT"  down  to 
date. 

Mr.  Laughton,  on  the  2nd  instant,  saw  Mr. 
Korda,  who  told  him  that  a  cheque  was  waiting  for 
the  past  two  weeks  and  that  Mr.  George  (the  secre- 
tary of  London  Film  Productions)  would  he  com- 
municating with  Mr.  Guedalla  on  the  telephone 
yesterday  morning,  but  down  to  the  moiiient  of  dic- 
tating this  letter  we  have  not  heard  from  Mr. 
George.  We  will  be  taking  up  the  matter  with  "Sir. 
Votion  next  week. 
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Mr.  Korda,  we  believe,  is  not  best  pleased  that 
Mr.  Giiedalla  has  been  requested  to  attend  to  this 
matter  with  Mr.  Votion.  A  few  days  ago  Mr.  Korda 
said  that  lie  would  not  have  Mr.  Laughton's 
Chartered  Accountants,  or  your  Accountants,  to  in- 
vestigate accounts.  Mr.  Guedalla  replied  that  the 
Accountants  who  would  be  employed  for  the  pur- 
pose (who,  by  coincidence,  also  happen  to  be  your 
o^Aii  Accountants,)  would  be  Messrs.  Price  Water- 
house  &:  Co.  Mr.  Korda  said  that  he  had  no  objec- 
tion to  Price  Waterhouse  &  Co.  As  Accountants  of 
United  Artists  Corporation  they  have  every  access 
and  information  as  to  what  is  paid  or  credited  by 
United  Artists  in  respect  of  this  film  to  London 
Film  Productions.  So  far  as  Canada  is  concerned, 
they  will  have  to  see  the  accounts  of  The  Anglo- 
Canadian  Distributors  Ltd.  because  United  Artists 
do  not  distribute  the  film  in  Canada. 

With  regard  to  the  distribution  of  the  film  on  tlie 
Continent  or  in  foreign  versions  Mr.  Laughtoii  and 
the  Company  are  not  interested  therein. 

As  the  Producer's  share  of  revenues  of  ^' Henry 
VIII ■'  has  been  pledged  up  to  the  hilt.  Mi*,  Gue- 
dalla has  expressed  personal  annoyance  to  Mr. 
Korda  that  Mr.  Laughton  was  not  protected  ahead 
of  or  even  pari  passu  with  the  financiers.  He  stated 
that  this  makes  it  all  the  more  necessary  that  as  and 
when  the  relative  monies  are  paid  or  credited  to 
London  Film  Productions,  even  if  the  financiers 
collect  same,  the  proper  percentages  is  sinuil- 
taneously  to  be  paid  to  the  Company. 
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We  are  not  satisfied  witli  the  Agreement  of  t]ie 
2()th  February  1934,  and  must  take  u))  the  matter 
with  Mr.  Votion  and  Mr.  Korda  as  to  tlie  modifica- 
tion thereof. 

It  will  be  necessary  at  all  times  for  Mr.  T.oyd 
Wright  nnd  you  carefully  to  study  same  when  mak- 
ing any  contracts  for  Mr.  Laughton  with  Metro- 
(loldwyn-,  Paramount,  or  other  film  Producers  at 
Hollywood. 

The  Company  will  be  prepared  to  loan  Mr. 
T.aughton's  services  to  Metro-Gold wyn.  Paramount 
or  other  film  Producers.  The  contract  in  each  case 
must  be  made  with  the  company  and  in  order  that 
the  Pi'oducer  will  make  sure  of  Mr.  Laughton's 
services  no  doubt  he  will  be  [94]  made  a  party  to 
any  such  contract,  or,  altei'natively,  it  can  be  ar- 
ranged that  at  the  foot  of  the  contract  he  can  sign 
that  he  confirms  and  guarantees  so  far  as  he  is  ])er- 
sonally  concerned  the  obligations  of  the  contract. 
In  other  words,  that  he  will  play  in  a  stated  fWm 
at  a  stated  time  and  will  not  y)lay  f(u*  anybody  else 
during  the  said  period.  But  all  monies  payable  in 
respect  of  his  services  will  be  collected  by  you  and 
will  be  ])aid  direct  to  the  Company's  account  at  the 
Bank  of  America,  or  at  such  other  Pan.k  as  from 
time  to  time  may  hereafter  be  notified  to  yon. 

If,  (which  we  do  not  antici])ate)  the  Producer 
wishes  to  pay  direct,  then  equally  the  Producer  will 
])ay  stipulated  sums  to  the  Com])any's  accomit  at 
the  Bank  of  America,  and  the  Company  will,  as  and 
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when  notified  of  such  payments,  cable  the  Bank  of 
America  to  pay  to  you  your  stipulated  percentage. 

For  various  reasons  we  must  stipulate  that  no 
contract  shall  be  made  with  the  Producer  by  you 
on  behalf  of  the  Company  unless  its  principal  terms 
have  first  been  notified  to  and  accepted  by  the  Com- 
pany. We  are  going  to  send  you,  in  the  next  mail  or 
two,  the  registered  cable  address  of  the  Company. 
You  will  observe  in  the  enclosure  what  is  its  postal 
address. 

For  your  information  the  Directors  of  the  Com- 
pany are: 

Mr.  Florance  Montefiore  Guedalla 
Mr.  Ronald  Harry  Shipley 
and  Mr.  Francis  Basil  Guedalla 

The  Secretary  of  the  Company  is  Mr.  William  C. 
Oswald. 

We  are  sending  to  Mr.  Loyd  Wright  by  the  same 
mail  two  prints  of  the  Memorandum  &  Articles  of 
Association  of  the  Company,  in  case  it  is  necessary 
for  him  ever  to  show  same  to  you  or  to  any  Pro- 
ducer or  any  Californian  Bank. 

You  will  observe  in  Clause  17  of  the  enclosure 
that  the  Company  is  under  obligation  to  pay  Mr. 
Laughton's  ordinary  living  expenses,  and  also 
transportation  expenses  while  out  of  the  British 
Isles  and  engaged  on  the  business  of  the  Company. 
In  connection  with  certain  figures  which  have  been 
mentioned  by  Mr.  Laughton  to  us  as  regards  his 
prospective    engagements    to     Metro-Goldwyn     or 
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Paramount,  it  is  very  necessary  if  you  can  arrange 
it,  that  the  Company  should  be  recouped  some  of 
this  special  expenditure.  In  practically  every  con- 
tract in  connection  with  which  we  have  acted  for 
an  American  coming  over  here,  the  Amei-icaii  has 
always  stipulated  that  in  addition  to  his  or  her 
agreed  fees  he  or  she  is  to  have  these  extra  ex- 
penses provided  by  the  Producer.  Sometimes  it  is 
arranged  that  the  Producer  makes  a  special  agreed 
allowance  for  the  living  expenses,  as  well  as  or 
apart  from  the  travelling  expenses. 

Mr.  Laughton  informs  us  that  Metro-Goldwyn 
has  in  fact  paid  for  a  cabin  on  the  ''Berengaria" 
for  himself  and  his  wife,  and  handed  him  tlie 
transportation  tickets,  but  he  is  ignorant  whether  it 
is  part  of  the  contract  that  Metro-G^o////r?;  should 
pay  him  this,  or  whether  it  is  going  to  try  and  [95] 
deduct  the  same  in  connection  with  the  salary  which 
will  have  to  be  paid  to  the  Company. 

We  have  to  impress  upon  you,  for  many  reasons, 
that  you  must  see  that  contracts  for  the  employ- 
ment of  Mr.  Laughton 's  services  are  entered  into 
direct  with  the  Company.  You  will  note  that  accord- 
ing to  the  enclosed  contract,  week  in  and  week  out 
for  five  years  the  Company  is  under  obligation  to 
pay  Mr.  Laughton  a  fixed  salary.  We  have  left  the 
amount  in  blank,  because  this  is  the  ])rivate  con- 
cern of  Mr.  Laughton  and  the  Company.  Tn  tlie 
same  way,  certain  advances  whi(»h  have  been  made 
to  Mr.  Laughton  to  deal  with  certain  matters  in  this 
country  and  at  Hollywood  are  also  left  in  blank. 
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If  you  wish  to  cable  direct  to  Mr.  Guedalla,  you 
will  note  that  our  cable  address  is:  ^'Gruedalla, 
London '\ 

With  regard  to  any  contract  entered  into  for  the 
emplo}Tiient  of  Mr.  Laughton's  services,  the  same, 
strictly  speaking,  ought  to  come  over  here  for  the 
Company's  approval  and  execution,  but  if  matters 
have  to  be  arranged  in  a  hurry  it  may  be  that  we 
can  arrange  that  the  Company  shall  send  a  power 
of  attorney  to  Mr.  Loyd  Wright  or  some  other  ap- 
proved person  (not  being  Mr.  Laughton).  Mr.  Gue- 
dalla very  frequently,  without  holding  any  Dower 
of  attorney  for  them,  signs  contracts  on  behalf  of 
United  Artists  or  Twentieth  Century  Pictures  Inc. 
or  other  American  concerns  as  Attorney  in  Fact: 
they  being  very  confident  that  he  will  have  drawn 
up  the  contracts  in  the  way  they  approve,  allow  him 
to  warrant  his  title  to  and  sign  on  their  behalf.  It  is 
a  responsible  position,  and  is  the  result  of  lengthy 
intercourse  with  the  principal  officials  of  tlie  said 
concerns.  It  might  be  that  in  case  of  great  necessity 
Mr.  Loyd  Wright  would  be  willing  to  sign  as  At- 
torney in  Fact  any  contract  which  you  and  Mr. 
Loyd  Wright  were  satisfied  would  be  acceptable  to 
the  Company,  but  in  all  such  cases  we  would  have 
to  ask  that  the  authority  to  sign  the  instrument 
should  be  sent  in  writing  from  London,  either  by 
letter  or  by  cable,  by  the  Company  or  by  ourselves 
as  Solicitors  for  the  Company,  so  that  in  turn  you 
as  agent  for  the  Company  would  be  autlioi'ized  to 
conclude  the  negotiation  locally. 
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It  will  be  very  necessary  for  the  Company,  as 
well  as  Mr.  Laughton,  both  in  the  United  States 
and  in  this  country,  always  to  have  evidence  as  to 
the  course  of  the  negotiations  and  tlie  reason  why 
and  the  manner  in  which  a  contract  is  concluded  on 
the  Company's  behalf,  without  its  direct  signature, 
in  the  United  States. 

With  regard  to  the  Pai'amount  (^ontract,  we 
would  be  obliged  if  Paramount  w^ould  sign  a  fresh 
contract  with  the  Company,  repeating  the  essential 
terms  of  it,  but  not  seeking  in  any  way  to  vary  it, 
otherwise  we  would  have  to  get  Mr.  Laughton  to  as- 
sign the  benefits  of  it  to  the  Company. 

We  should  be  obliged  if  you  would  kindly  at  once 
let  us  have  a  copy  of  the  said  contract  so  that  we 
can  be  fully  informed  as  to  its  contents. 

We  are,  dear  Sirs, 

Yours  very  respectfully, 

F.  M.  GUEDALLA  &  CO. 

N.  T>.  Information  to  enable  the  Agreement  of 
4th  May  1934  to  be  completed  will  be  furnished  to 
you  by  next  mail.  [96] 
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EXHIBIT  "W 

STIPULATION   OF   FACTS 

May  22nd,  1934. 
F.  M.  Guedalla  &  Co., 
Grand  Bnildings, 
Trafalgar  Square, 
London,  ^^C.2, 
England. 

Gentlemen : 

We  have  given  careful  attention  to  your  letter 
of  May  4th  on  the  subject  of  Charles  Laughton  and 
Motion  Picture  &  Theatrical  Industries,  Ltd.  and 
assure  you  that  we  will  cooperate  fully  with  you 
in  all  matters  pertaining  to  our  client,  which  would 
affect  his  relations  with  the  aforementioned  corpo- 
ration. 

We  are  pleased  to  have  Mr.  Loyd  Wright  act 
for  your  corporation  and  urge  you  to  transmit  to 
him  as  quickly  as  possible  the  necessary  Power-of- 
Attorney,  if  this  has  not  already  been  done  by  the 
time  this  letter  reaches  you. 

We  are  asking  Mr.  Ralph  Blum,  our  attorney, 
to  get  together  with  Mr.  Wright  in  the  next  few 
days  in  order  to  draft  a  contract  between  your  cor- 
poration and  ours  which  will  supplement  the  docu- 
ment now  in  existence  between  Mr.  Laughton  and 
ourselves. 

In  compliance  with  your  request,  we  are  en- 
closing herewith  a   true  copy  of  Mr.   Laughton 's 
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contract  with  our  corporation,  together  with  a  copy 
of  Mr.  Laughton 's  present  contract  with  Para- 
mount Productions,  Inc.  In  connection  witli  this 
last  document  and  your  request  to  have  it  replaced 
by  a  contract  between  Paramount  Productions,  Inc. 
and  youT-  corporation,  it  is  not  practical  to  ask 
Paramount  to  re-draft  their  contract  with  Mr. 
Laughton  at  this  late  date,  and,  furtherinore,  there 
would  be  no  real  practical  advantage  to  this  inas- 
nuTch  as  Mr.  Laughton  will  commence  and  com- 
plete his  last  picture  under  that  Paramount  contract 
this  summer,  thereby  bringing  the  contract  to  an 
end.  If  you  desire,  however,  we  will  request  Para- 
mount Productions,  Inc.  to  make  Mr.  Laughton 's 
checks  for  this  last  picture  payable  to  Motion  Pic- 
ture &  Theatrical  Industries,  Ltd. 

We  are,  as  requested  by  you,  having  the  contracts 
with  Metro-Goldwyn-Mayer  covering  Mr.  Laugh- 
ton's  services  in  ^^ Barretts  of  Wimpole  Street"  and 
^^ Marie  Antoinette"  made  out  in  favor  of  Motion 
Picture  &  Theatrical  Industries,  Ltd. 

We  have  instructed  our  London  office  to  comuuuii- 
cate  with  you  in  order  to  expedite  the  transmission 
of  your  instructions  to  the  Bank  of  America  here 
to  pay  over  to  us  commissions  on  behalf  of  INIr. 
Laughton  and  we  trust  such  instructions  will  have 
been  given  by  you  before  this  letter  reaches  you. 

[97] 
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With  a  feeling  that  cooperation  between  your 
company  and  ours  will  be  of  mutual  benefit,  we 
remain 

Very  sincerely  yours, 

FRANK  JOYCE  &  MYRON 
SELZNICK,  LTD. 
By 

SIG   MARCUS,   Vice-Pres. 

cc  Paramount  contract  enc. 
cc  managerial         "        enc. 
cc  to  Messrs.  Selznick,  Joyce, 
Hayward,  McCormick  [98] 


EXHIBIT  ^'G" 

STIPULATION  OF  FACTS 

June  8,  1934. 
Loeb,  Walker  &  Loeb, 
Pacific  Mutual  Bldg., 
Los  Angeles,  California. 
Attention  Mr.  George  Cohen: 

Dear  George: 

In  reference  to  the  x)roposed  contract  between 
M-G-M  and  Motion  Picture  and  Theatrical  Indus- 
tries, Limited,  and  Charles  Laughton,  first,  Motion 
Picture  and  Theatrical  Industries,  Limited,  is  the 
uame  of  the  company  that  is  primarily  entitled  to 
the  services  of  Mr.  Laughton.  It  is  a  company 
orgauizod  imder  the  Companies  Act  of  1929  of  Eng- 
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land.  It  has  a  contract  for  the  exclusive  seivices 
of  (yharles  Laughton,  which  contract  is  dated  ^lay 
4th,  1934. 

Mr.  Guedalla  has  sii^i^ested  and  requested  that  if 
you  would  consent  to  make  the  contiact  between 
the  two  companies  and  then  have  Mr.  Laughton 
agree  to  faithfully  perform  and  fulfill  the  same,  he 
would  appreciate  it,  and  I  have  madc^  this  request 
over  the  telephone,  and  simply  reiterate  it  here 
with  the  hope  that  you  will  agree  to  do  this. 

As  far  as  I  can  see,  it  makes  no  difference,  foi*  if 
I  understand  the  income  tax  law  coi-rectly,  you 
would  have  to  withhold  certain  moneys  by  reason 
of  tlie  motion  picture  company  which  you  have 
designated  in  the  contract  as  ^^Industries'',  beinu'  a 
foreign  corporation. 

I  have  the  following  additional  ol)servati()ns  and 
suggestions  which  I  woidd  like  to  have  incorpo- 
rated in  the  redraft: 

1.  It  seems  to  me  that  the  first  part  of  T^ara- 
graph  Fourth  is  in  conflict  with  the  other  provisi()ns 
of  the  contract.  As  I  understand  it,  M-G-^M  is  oidy 
entitled  to  the  exclusive  services  of  Mr.  Laughton 
during  the  respective  periods  of  time  which  in  the 
contract  he  undertakes  to  ])erforni  for  M-G-Af.  It 
therefore  seems  necessary  for  me,  that  this  para- 
graph be  re-drafted. 

2.  Paragraph  Fifth,  we  would  like  to  have  the 
Producer's  rights  to  double,  dub  the  acts,  etc.,  of  the 
Artist's  voice,  limited  to  a  foreign  language,  ex- 
cepting : 
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(a)  When  necessary  to  expeditiously  meet 
censorship  requirements;  [99] 

(b)  In  comiection  with  hazardous  acts 
which  might  result  in  physical  injury  to  the 
Artist ; 

(c)  In  connection  with  long  shots  and 
process  shots: 

(d)  When  the  Artist  is  not  available:  and, 
(e7    When  the  Artist  is  unable  to  meet  cer- 
tain specific  requirements  of  a  role  which  re- 
quires  particular  knowledge,   talent   or   ability 
other  than  that  possessed  by  the  Artist. 

3.  In  the  same  paragraph,  the  commercial  ad- 
vertising clause  must  be  changed,  so  that  M-G-M 
cannot  use  the  Artist's  voice,  likeness,  etc.,  except 
where  the  whole  cast  of  a  picture  in  which  the 
Artist  appears  may  be  advertised. 

4.  In  reference  to  Paragraph  Eighth,  we  re- 
quest that  if  there  be  a  suspension  by  reason  of 
strike  for  more  than  two  weeks  on  the  five-week 
picture,  or  four  weeks  on  the  Marie  Antoinette  pic- 
ture, unless  M-G-M  makes  payment,  Industries  has 
the  right  to  canceh  In  this  same  paragraph,  the 
illness  clause  of  one  week  is  satisfactory  for  the 
first  .picture,  but  ^Ir.  Laughton  insists  that  on  the 
second  picture  it  be  a  two-week  clause.  (I  might 
here  tell  you  that  I  have  submitted  the  contract 
to  Mr.  T.aughton's  agents,  Joyce  and  Selznick,  and 
my  comments  herein  contain  their  requests  as  well 
as  my  own.) 
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5.  In  reference  to  Paragraph  Ninth,  we  request 
that  there  be  no  requirement  of  one  week's  notice 
before  payment  be  made.  In  othfM-  words,  if  the 
contract  is  suspended  for  two  weeks,  the  Studio 
knows  that  unless  they  pay  him  at  the  end  of  that 
period,  he  may  terminate  the  contract.  Obviously, 
there  is  no  good  reason  for  recpiiring  I.augliton's 
company  to  send  a  notice.  I  would  not  object  to  a 
provision  that  Industries  cannot  cancel  the  c(;n- 
tract  until  a  notice  is  given  you,  calling  attention 
to  the  fact  of  non-j)ayment  beyond  the  two  weeks 
period  and  subsequent  payment  after  the  notice  is 
given,  within  a  reasonable  time  of  all  l)ack  accumu- 
lation. 

6.  All  notices  should  be  given  in  care  of  Frank 
Joyce-Myron  Selznick,  Ltd.,  9460  Wilshire  Boule- 
vard, Beverly  Hills,  California. 

7.  Article  Fourteenth  should  provide  for  a  draw- 
ing-room when  available,  and  a  valet. 

8.  Article  Fifteenth  is  too  broad;  we  have  no 
objection  that  it  be  assigned  or  transferred  to  any 
company  succeeding  to  controlling  interest  of 
M-G-M,  but  not  otherwise.  [100] 

9.  Industries  request  that  the  billing  clause  is 
not  satisfactory.  The  contract,  as  I  understaud  it, 
is  a  starring  contract.  M.-G-M  is  to  agree  to  star 
Laughton,  or  co-star  him,  and  if  he  is  co-starred 
his  credit  is  to  be  the  same  as  that  of  the  person 
with  whom  he  is  co-starred,  and  in  no  event  less 
than   75%    in   size   of   the   tv])e,    etc.,    used    in    an- 
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nouncing  the  name  of  the  picture  or  of  the  largest 
type  used  m  the  aclvertismg,  publicity  and/or  on 
the  screen. 

If  you  have  other  contracts  that  prevent  that, 
then  in  the  event  that  the  Artist's  services  are  used 
in  a  picture  in  which  there  appears  also  some 
Artist  already  under  contract  which  prevents  the 
name  being  as  large,  any  reasonable  recommenda- 
tion of  Studio's  obligations  in  that  regard,  of  course 
caujiot  be  objectionable. 

10.  In  reference  to  Paragraph  Seventeenth,  I 
would  like  to  eliminate  the  following:  ^*0n  con- 
dition that  Industries  and  the  Artist  shall  fully 
and  completely  keep  and  perform  each  and  every 
term  and  condition  of  this  agreement  on  their  part 
to  be  kept  or  performed''.  If  Mr.  Laughton  ap- 
pears in  the  pliotoplay,  I  take  it  he  is  entitled  to 
compensation. 

11.  We  wish  to  add  after  the  word  ^^ require'', 
sixtli  line  fr(mi  the  to]:>  of  page  17,  the  following: 
^'Unless  other  engagements  of  the  Artist  shall  ])re- 
veiit.  and  i]i  no  event  shall  the  Artist  be  required 
trt  remain  in  the  vicinity  of  Los  Angeles  for  a 
])eTiod  lou ger  than  one  week  after  the  completion 
of  his  role  in  the  second  of  the  photoplays  refei'red 
to  herein." 

12.  As  I  understand  it,  there  is  a  mix-up  on 
the  dates  as  set  fortli  in  Article  18.  Laughton  is 
picked  up  at  Paramount  on  July  30th:  Paramount 
is  to  have  np  to  September  8th,  so  I  do  not  see 
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how  the  positive  agreement  can  ])e  made  that  lie 
shall  report  Septemher  1st.  I  would  say  that  an 
outside  date  should  be  made,  with  the  proviso  that 
if  he  is  through  soonc^r  with  Paramount,  he  will 
report  to  M-G-M  by  September  1st. 

I  know^  that  your  reaction  is  going  to  be  one  of 
surprise  and  amazement,  that  a  contract  of  this 
kind  could  ^et  by  with  so  few  comments  and  sug- 
gestions, particularly  with  a  DAMN  ^^LAWYER'^ 
in  the  mess;  however,  from  w^hat  I  imdeistand  of 
Mr.  Goldwyn's  comments  on  agencies,  vmdoubtedly 
the  terrible  influence  of  the  lawyer  is  counteracted 
l)y  the  honesty  and  uprightness  of  the  agents  in- 
volved; same  to  you! 

Sincerely  yours, 
LW/AG  [101] 


EXHIBIT   ^'H" 

STIPULATION  OF  FA("rS 

This  Agreement,  made  and  entered  into  at  I.os 
Angeles,  California,  this  5th  day  of  July,  1934, 
by  and  between  Paramount  Productions,  Inc.,  a 
Delaware  corporation,  hereinafter  referred  to  as 
the  Producer,  and  Motion  Picture  and  Theatiical 
Industries,  Limited,  a  (V)mpany  organized  undei* 
the  Com|)anies'  Act  of  1929,  of  England,  hereinafter 
referred  to  as  Industries: 
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Witnessetli : 

First:  Industries  hereby  warrants  and  repre- 
sents to  the  Producer  that  Industries  and  Charles 
Laughton,  hereinafter  referred  to  as  the  Artist, 
have  heretofore  entered  into  an  agreement  with 
each  other,  whereby  Industries  has  become  entitled 
to  the  services  of  the  Artist  for  a  period  of  time 
extending  at  least  the  length  of  time  that  the  Pro- 
ducer will  be  entitled  to  the  services  of  the  Artist 
hereunder.  The  Producer  is  desirous  of  obtaining 
the  sole  and  exclusive  services  of  the  Artist  as  here- 
inafter provided,  and  Industries  desires  and  is 
willing  to  permit  the  Producer  so  to  employ  the 
Artist  upon  the  terms  hereinafter  provided.  In- 
dustries further  agrees  and  guarantees  that  the 
Artist  will  kee]:*  and  perform  any  and  all  agree- 
ments, duties  and  obligations  assmned  by  Indus- 
tries hereundei',  so  far  as  the  full  performance 
thereof  necessitates  that  the  Artist  do  or  refrain 
from  doing,  any  act  or  thing. 

Second :  Pursuant  to  the  provisions  of  the  pre- 
ceding ])aragraph,  the  Pi'oducer  hereby  employs  of 
Industries  the  services  of  the  Artist  to  act,  play, 
perform  and  take  part  in  one  (1)  motion  picture 
photoplay,  with  the  photographing  of  which  sound, 
includiug  s])okeu  words,  songs  and  music  may  be 
synch rouously  recorded  by  mechanical  and/or  elec- 
ti'ical  m(\*ms,  aurl  in  rehearsals,  acts,  parts  and 
scenes  thereof,  iucludiug  the  rendition  of  speaking 
parts  and  musical  uumbers  for  and  as  directed  by 
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the  Producer  at  its  Studios  at  Hollywood,  Califor- 
nia, and  at  such  studios  and  on  such  hjcations  as 
the  Producer  may  from  time  to  time  designate, 
which  said  motion  picture  photoplay  is  to  be  pro- 
duced during  the  period  commencing  on  or  about 
the  5th  day  of  July,  1934,  and  continuing  for  at 
least  five  (5)  consecutive  weeks  thereafter,  but  in 
no  event  beyond  September  15th,  1934. 

Third:  Industries  guarantees  that  the  Artist  will 
and  does  hereby  accept  the  said  employment,  and 
agrees  that  he  shall  give  his  entire  time  and  atten- 
tion, and  devote  his  best  talent  and  abilities  to  the 
services  of  the  Producei*  in  making  the  said  photo- 
play, when  and  where  the  Producer  may  direct 
during  the  term  of  this  agreement. 

Fourth:  In  full  consideration  foi*  the  services  to 
be  rendered  by  the  Artist  pursuant  hereto,  the  Pro- 
ducer agrees  to  pay  to  Industries,  and  Industries 
agrees  to  accept,  salary  at  the  rate  of  Three  Thou- 
sand [102]  ($3,000.00)  Dollars  per  week,  foi-  not 
less  than  five  (5)  weeks,  for  the  services  of  the 
Artist  in  the  making  of  said  photo])lay,  payments 
of  which  salary  are  to  be  made  to  Industries  on 
Wednesday  following  the  end  of  each  week  for 
which  the  Artist  shall  be  entitled  to  salary  ])ursuant 
thereto. 

Fifth:  If  the  Artist's  services  shall  be  required 
in  said  photo])lay  in  excess  of  the  number  of  weeks 
specified  therefor.  Industries  agrees  that  the  Artist 
shall  continue  to  render  his  services  for  such  ad- 
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ditional  consecutive  period  with  respect  to  sucli 
production  as  the  Producer  shall  require,  and  the 
salary  agreed  to  be  paid  to  Industries  for  the  ser- 
vices of  the  Artist  shall  be  paid  to  said  Industries 
until  the  services  of  the  Artist  in  said  production 
are  complete.  For  any  incomplete  week  after  the 
last  full  week,  Indnstries  shall  be  entitled  to  pro 
rata  of  said  salary  on  the  basis  of  a  six  day  week. 
It  is  understood  foT  the  purposes  hereof,  that  the 
Artist  shall  not  be  deemed  to  be  appearing  in  said 
])roduction  when  he  shall  appear  for  re-takes  there- 
for. 

Sixth:  Indnstries  agrees  that  the  Artist  shall 
appear  for  re-takes  and/or  re-recording  of  any 
part  of  said  motion  picture  to  be  made  hereunder, 
when  it  shall  be  necessary,  in  the  opinion  of  the 
Producer,  after  the  completion  of  said  photoplay, 
at  com])ensation  of  one-sixth  (l/6th)  of  the  weekly 
compensation  herein  provided,  for  each  day  the 
services  of  the  Artist  are  required  in  the  making  of 
su.cli  re-takes  and^or  re-recording. 

Industries  agrees  that  the  Artist  shall  ap])ear  at 
tlie  studio  of  the  Producer  for  such  re-takes  and/or 
re-r(  cording  within  a  reasonable  time  after  notice 
of  the  necessity  tlierefor  shall  have  been  given  to 
him. 

Seventh :  Industries  hereby  giants  to  the  Pro- 
ducer the  exclusive  right  to  use  the  name  of  the 
Artist,  his  i)hot(^gra])h  and  likeness  (and  any  sinni- 
lation  thereof),  and  to  record,  reproduce,  amj)lify 
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and  simulate  his  voice  by  electrical  and/or  ine- 
clianical  means  in  said  motion  picture  j)roduction 
to  be  made  hereunder,  and  in  adveitising,  ex]jloit- 
ing,  and  exhibiting  the  same. 

Eighth:  Industries  agrees  that  the  Artist  shall 
speak  the  dialogue  of  any  yjarts  or  roles  in  which 
he  may  be  cast  pursuant  hereto,  at  such  times  and 
places  designated  by  the  Producer  in  radio  broad- 
casting, either  singly  or  in  conjunction  with  other 
playeis  employed  by  the  Producer,  for  the  purpose 
of  advertising  and  exy)loiting  said  motion  picture 
])roduction  in  which  the  Artist  is  to  appear,  pro- 
vided the  other  engagements  of  the  Artist  so  ])er- 
mit,  and  Industries  fui'ther  grants  to  the  Pro- 
ducer the  right  to  lu'oadcast  by  radio  broadcasting 
from  the  records  made  ])y  the  Artist  ])ursuant 
hereto. 

Ninth:  The  Producer  agrees  to  ])rovide  the 
Artist  with  fiist-class  transportation  whenever  the 
Artist  is  required  to  travel  in  rendering  liis  ser- 
vices for  the  Producer,  and  to  defray  his  necessary 
living  expenses  wdien  rendering  services  hereunder 
on  location,  except  wdien  in  or  near  the  cities  of 
Los  Angeles,  California,  or  New  York,  New  York. 

[lo;?] 

Tenth:  Tf  the  Artist  should  Ix^  una])](^  or  should 
fail  to  render  his  seiwices  in  the  said  motion  ])ic- 
ture  production  continuously  aftei'  tlu^  photo^rai)h- 
ing  of  the  same  shall  have  commenced,  or  to  pro- 
ceed on  the  date  set  bv  the  Producer  for  such  com- 


1 42  C omynissioyier  of  Int.  Revenue 

mencement,  the  Producer  may,  at  its  election,  ter- 
mijiate  this  agreement,  or,  by  giying  Industries, 
as  well  as  the  Artist,  written  notice  of  its  intention 
so  to  do,  extend  the  pending  period  hereof  for  a 
period  equal  to  the  time  during  which  such  disabil- 
ity or  non-performance  shall  continue;  but  in  the 
eycut  such  disability  or  non-performance  shall  be 
due  to  illness,  injury,  or  accident,  then  the  Pro- 
ducer may  not  terminate  this  agreement  unless  such 
illness,  injury  or  accident  shall  continue  for  one  (1) 
week.  Such  election  shall  be  without  prejudice  to 
any  right  or  remedy  of  the  Producer  for  failure  to 
perform  on  the  part  of  the  Artist.  Should  the 
Producer  pay  Industries  salary  during  any  period 
of  incapacity  or  failure  to  perform  of  the  Artist, 
the  time  of  such  non-performance  shall,  neverthe- 
less, be  added  to  any  period  so  interrupted  and  the 
salary  paid  to  Industries  during  such  non-perform- 
ance shall  be  treated  as  payment  for  the  Artist's 
services  during  the  time  so  added.  The  payment 
of  salary  to  Industries  during  any  such  period  of 
incapacity  or  failure  to  perform  on  the  part  of  the 
Artist,  shall  be  wholly  optional  with  the  Producer, 
and  shall  not  constitute  a  waiver  of  any  right  here- 
under or  any  provision  hereof. 

Eleventh :  Should  the  Producer  be  prevented 
from  making  motion  pictures  by  epidemic,  fire,  ac- 
tion of  the  elements,  strikes,  labor  disputes,  gov- 
CTTimental  order,  court  order,  the  act  of  God,  or 
a  public  enemy,  war,  riots,  civil  commotion,  or  other 
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causes  beyond  the  control  of  the  Producer,  whether 
of  the  same  or  any  other  nature,  then  the  operation 
of  this  agreement  may  be  suspended  during  such 
interruption.  Upon  the  resumption  of  work  by  the 
Producer,  a  period  of  time  equal  to  the  jjei'iod  of 
such  interruption  shall  be  added  at  the  end  of  the 
period  so  interrupted.  If  such  interruption  shall 
continue  beyond  six  (6)  weeks,  the  said  Industries 
shall  be  free  to  terminate  this  agreement,  unless  the 

Twelfth:  Any  notice  required  to  be  given  here- 
under by  the  Producer  to  Industries  shall  be  suf- 
ficiently given  by  mailing  the  same  by  registered 
mail  in  a  post-paid  wrapper,  or  by  telegraphic  com- 
munication, addressed  to  Industries  in  care  of 
Frank  Joyce-Myron  Selznick,  Ltd.,  Industries'  and 
Artists'  agents,  or  by  personally  delivering  the  same 
to  said  Prank  Joyce-Myron  Selznick,  Ltd.  The  date 
of  the  mailing  of  notice,  or  the  |)ersonal  delivery 
thereof,  shall  be  the  date  of  the  giving  of  such 
notice. 

Any  notice  required  to  be  given  to  the  Producer 
by  the  Artist  or  by  Industries,  shall  be  given  by 
mailing  the  same  by  registered  mail  in  a  ])ost-paid 
wrapper,  or  by  telegra])hic  communication,  ad- 
dressed to  the  Producer  at  5451  Marathon  Street, 
Hollywood,  California. 

Thirteenth :  Industries  hereby  warrants  that  the 
Artist  is  free  to  enter  into  this  agreement  and  ren- 
der the  services  pursuant  hereto.   [104] 
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Fourteenth :  It  is  mutually  understood  and  agreed 
that  the  Artist's  services  are  extraordinary,  unique 
and  not  replaceable,  and  that  there  is  no  adequate 
remedy  at  laAv  for  a  breach  of  this  agreement  by 
the  Artist;  and  that  the  Producer,  in  the  event  of 
such  breach  or  threatened  or  attempted  breach,  by 
the  Artist,  shall  l^e  entitled  to  equitable  relief  by 
way  of  injunction  or  otherwise. 

In  witness  whereof,  the  parties  hereto  have  exe- 
cuted these  presents  the  day  and  year  first  above 
written. 

PARAMOUNT  PRODUCTIONS, 
INC.,  a  corporation, 
By  (signed)  HENRY  HERZBRUN 

Producer. 
MOTION   PICTURE   AND   THE- 
ATRICAL  INDUSTRIES, 
LIMITED, 
By  (signed)  LOYD  WRIGHT, 

Its  Atty  in  fact. 

Industries.  [105] 

For  valuable  consideration,  the  receipt  of  which 
I  hereby  acknowledge,  and  as  an  inducement  to 
Paramount  Productions,  Inc.,  to  enter  into  the 
foregoing  contract  witli  Motion  Picture  and  The- 
atrical Industries,  Limited,  I  hereby  acknowledge 
that  I  have  read  tlie  foregoing  contract;  that  I  un- 
derstand each  aud  every  provision  thereof,  and 
personally  consent  to  the  same,  and  do  hereby  agree 
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to  perform  each,  every  and  all  acts  on  iny  part  to 
be  performed  and/or  guaranteed  that  I  shall  per- 
form by  said  Motion  Picture  and  Theatrical  Indus- 
tries, Limited. 

Dated:     July  5th,  1934. 

(signed)     CHARLES  LAUGHTOX.  [106] 


EXHIBIT  ^^I'' 

STIPULATION  OF  FACTS 

^rhis  Agreement  made  and  entered  mto  this  6th 
day  of  July,  1934,  by  and  between  Metro-Goldwyn- 
Mayer  Corporation,  a  New  York  corporation,  here- 
inafter referred  to  as  the  ^^ producer",  and  Motion 
I^icture  and  Theatrical  Industries,  Limited,  a  com- 
])any  organized  under  the  Companies  Act  of  1929  of 
England,  hereinafter  referred  to  as  ^^Industries''. 

Witnesseth 

For  and  in  consideration  of  the  covenants,  con- 
ditions, warranties,  representations  and  agreements 
liereinafter  contained  and  set  forth,  the  parties 
hereto  have  agreed  and  do  hereby  agree  as  follows : 

1.  Industries  hereby  warrants  and  represents 
to  the  producer  that  Industries  and  Charles 
Laughton,  hereinafter  referred  to  as  the  ** artist", 
have  heretofore  entered  into  an  agreement  with 
each  other  whereby  Industries  has  become  entitled 
to  the  services  of  the  artist  for  a  period  extending 
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for  at  least  the  length  of  time  that  the  producer 
will  be  entitled  to  the  services  of  the  artist  here- 
under. The  x)roducer  is  desirous  of  obtaining  the 
sole  and  exclusive  services  of  the  artist  as  herein- 
after provided,  and  Industries  desires  and  is  will- 
ing to  permit  the  producer  so  to  employ  the  artist 
upon  the  terms  hereinafter  provided.  Industries 
represents  and  warrants  to  the  producer  that  the 
artist  expects  to  benefit  by  the  execution  and  car- 
rying out  of  this  agreement  by  the  parties  hereto 
and  as  an  inducement  to  the  producer  to  enter  into 
this  agreement  Industries  agrees  and  guarantees 
that  the  artist  will  fully  and  faithfully  keep  and 
perform  each  and  all  of  the  services,  obligations 
and  agreements  which  are  to  be  kept  and  performed 
by  the  artist  under  the  terms  of  this  agreement, 
as  fully  as  though  this  agreement  were  made  solely 
between  the  producer  and  the  artist  and  as  though 
the  compensation  payable  by  the  producer  here- 
under were  to  be  paid  directly  to  the  artist.  Indus- 
tries further  agrees  and  guarantees  that  the  artist 
will  keep  and  perform  any  and  all  agreements, 
duties  and  obligations  assumed  by  Industries  here- 
imder  so  far  as  the  full  performance  thereof  ne- 
cessitates that  the  artist  do  or  refrain  from  doing 
any  act  or  thing;  and  Industries  agrees  that  it  will 
keep  and  perform  any  agreements,  duties  or  obli- 
gations assumed  or  which  Industries  agrees  will 
be  performed  by  the  artist  hereunder,  so  far  as  the 
full  performance  thereof  necessitates  that   Indus- 
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tries  do  or  refrain  from  doing-  any  act  or  thing. 

2.  Pursuant  to  tlie  y)rovisions  of  the  i)reeeding 
paragraph  the  i)roducer  hereby  employs  and  en- 
gages the  artist  to  render  his  services  as  an  actor 
solely  and  exclusively  for  the  producer  in  connec- 
tion with  two  (2)  photoplays  to  be  produced  by  the 
producer  as  hereinafter  more  specifically  provided, 
and  Industries  hereby  agrees  to  furnish  the  ser- 
vices of  the  artist  to  the  producer  hereunder  and 
agrees  that  the  artist  will  fully  and  completely  keep 
and  perform  each  and  all  of  the  agreements,  duties 
and  obligations  for  the  performance  of  which  the 
services  of  the  artist  are  to  be  furnished  to  the  pro- 
ducer, as  in  this  agreement  provided.  The  term 
''photoplays'',  as  used  in  this  [107]  agreement, 
shall  be  deemed  to  include,  but  not  be  limited  to, 
motion  picture  productions,  produced  and/or  exhib- 
ited with  sound  and  voice  recording,  reproducing, 
and/or  transmitting  devices,  radio  devices,  and  all 
other  improvements  and  devices  which  are  now  or 
may  hereafter  be  used  in  connection  with  the  pro- 
duction and/or  exhibition  and/or  transmission  of 
any  present  or  future  kind  of  motion  picture  ]U'o- 
cluctions. 

?).  Industries  agrees  that  the  artist  wall  act, 
])os(^  and  appear  solely  and  exclusively  for  and  as 
requested  by  the  producer  hereunder:  that  he  will 
promptly  and  faithfully  comply  with  all  reasonable 
instructions,  requests,  rules  and  regulations  made 
by  the  producer  in  connection  herewith ;  and  that 
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he  will  perform  and  render  his  services  hereunder 
conscientiously  and  to  the  full  limit  of  his  ability 
and  as  instructed  by  the  producer,  at  such  times 
and  places  as  the  producer  may  designate. 

4.  Industries  agrees  that  at  all  times  during 
which,  mider  the  terms  of  this  agreement,  the  ser- 
vices of  the  artist  are  to  be  rendered  for  the  pro- 
ducer, such  services  shall  be  rendered  solely  and 
exclusively  for  the  producer,  and  that  the  artist 
will  not  during  any  such  times  render  his  services 
as  an  actor,  or  pose,  act,  appear,  write,  direct  or 
render  any  other  services  in  any  way  connected  with 
motion  pictures  or  photoplays,  nor  will  he  render 
any  services  of  any  kind  or  character  whatsoever 
in  any  way  connected  with  dramatic,  theatrical, 
musical,  vaudeville,  radio,  television  or  other  pro- 
ductions, shows,  performances  and/or  entertain- 
ment, nor  will  he  render  any  similar  services;  to 
or  for  himself  or  for  Industries  or  to  or  for  any 
person,  firm  or  corporation  other  than  the  producer, 
without  the  written  consent  of  the  producer  first 
had  and  obtained.  Industries  further  agrees  that 
it  will  not  consent  to  nor  authorize  nor  permit  any 
other  person  to  advertise,  announce  or  make  loiown, 
directly  or  indirectly,  by  paid  advertisements,  press 
notices  or  otherwise,  that  the  artist  has  contracted 
to  do  or  perform  any  act  or  services  contrary  to  the 
terms  of  this  agreement.  The  producer  shall  have 
the  right  to  institute  any  legal  proceedings,  in  the 
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name  of  the  artist  or  otherwise,  to  prevent  such  acts, 
or  any  of  them. 

5.  Industries  expressly  gives  and  grants  to  the 
j)roducer  the  sole  and  exclusive  right  to  photograph 
and/or  otherwise  repi'oduce  any  and  all  of  the 
artist's  acts,  poses,  plays  and  appearances  of  any 
and  all  kinds  in  connection  with  the  photoplays  in 
which  the  artist  is  to  appear  hereunder,  and  to 
record  his  voice  and  all  instrumental,  musical  and 
other  sound  effects  produced  by  him,  and  to  repro- 
duce and/or  transmit  the  same,  either  separately 
or  in  conjunction  with  such  acts,  poses,  plays  and 
appearances  as  the  producer  may  desire;  and  fur- 
ther gives  and  grants  to  the  producer  solely  and 
exclusively  all  rights  of  every  kind  and  character 
whatsoever  in  and  to  the  same,  or  any  of  them,  per- 
petually, including  as  well  the  perpetual  right  to 
use  the  name  of  the  artist  and  pictures  or  other  re- 
productions of  the  artist's  physical  likeness,  and 
recordations  and  reproductions  of  the  artist's  voice 
in  connection  with  the  advertising  and  exploitation 
thereof.  The  producer  shall  have  the  right  to 
^^ double"  or  ^^dub"  the  acts,  poses,  plays  and  ap- 
])earances  of  the  artist  and,  as  well,  th(^  voice  of 
the  artist  and  all  instrumental,  musical  and/or  other 
sound  effects  to  be  produced  by  the  artist  to  such 
extent  as  may  be  desired  by  the  producer,  such 
doubling  or  dubbing  as  to  the  [108]  artist's  voice, 
however,  to  be  only  in  a  foreign  language  or  in  such 
fore^ign  languages  as  may  be  designated  or  desired 
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by  the  producer,  except  that  the  same  may  be  in  the 
English  language  in  the  following  events: 

(a)  When  necessary  to  expeditiously  meet 
censorship   requirements ; 

(b)  In  connection  Avith  hazardous  acts 
which  might  result  in  physical  injury  to  the 
Artist ; 

(c)  In  comiection  with  ^^Long  shots''  and 
^^ process  shots"; 

(d)  In  the  event  of  failure,  refusal  or  ne- 
glect on  the  part  of  the  artist  to  comply  with 
his  obligations  or  when  the  artist  is  not  avail- 
able :   and 

(e)  When  the  artist  is  miable  to  meet  cer- 
tain special  requirements  of  a  role  which  re- 
quires particular  knowledge,  talent  or  ability 
other  than  that  possessed  by  the  artist. 

Industries  also  hereby  grants  to  the  producer  the 
sole  and  exclusive  right  to  make  use  of  and  dis- 
tribute the  name  of  the  artist  and  pictures,  photo- 
graphs and  other  reproductions  of  the  artist's  phys- 
ical likeness  and  recordations  and  reproductions  of 
the  artist's  voice  for  advertising,  commercial  and/or 
publicity  purposes  in  connection  with  advertising, 
publicity  and/or  exploitation  in  which  the  title  of 
the  photoplay  or  photoplays  in  which  the  artist 
renders  services  hereunder  also  appears.  Industries 
agrees  that  neither  it  nor  the  artist  will  at  any 
time  during  said  term  grant  the  right  to,  authorize 
or  willingly  j)ermit  any  person,  firm  or  corporation, 
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other  than  the  producer,  to  make  use  of  the  name 
of  the  artist  or  to  make  use  of  or  distribute  his  pic- 
tures, photographs  or  other  reproductions  of  his 
])hysical  likeness,  excepting  only  as  hereinafter 
more  specifically  provided,  and  the  producer  is 
authorized,  in  the  name  of  the  artist  or  otherwise, 
to  institute  any  proper  legal  proceedings  to  prevent 
such  acts  or  any  of  them. 

6.  [(Cancelled.)     L.W.     E.M. 

7.  In  the  event  that  the  producer  desires  at  any 
time  or  from  time  to  time  to  apply,  in  its  own  name 
or  otherwise,  but  at  its  own  expense,  for  life,  health, 
accident,    or   other   insurance    covering   the    artist, 
Industries  agrees  that  the  producer  may  do  so  and 
may  take  out  such  insurance  for  any  sum  which 
tlie  producei'  may  deem  necessary  to  protect  its  in- 
terests hereunder.     The  artist  shall  have  no  right, 
title  or  [109]  interest  in  or  to  such  insurance,  but 
Industries  agrees  that  the  artist  nevertheless  will 
assist  the  producer  in  procuring  the  same  ])y  sub- 
mitting to  the  usual  and  customary  medical   and 
other   examinations   and   by   signing   such   applica- 
tions   and    other    instruments    in    writing    as    may 
reasonably  be  required  by  such  insurance  company 
or  companies.     Any  and  all  policies  of  life,  health 
or  other  insurance  covering  the  artist  obtained  by 
th(^   producer   hereunder   may   be   taken    over    and 
assumed  by  the  artist  u])on  the  com]^letion  of  all 
services  to  be  performed  by  tlie  artist  in  coniiection 
with  both  of  the  photoplays  in  which  the  artist  is 
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to  appear  hereunder,  provided  that  Industries  or 
the  artist  makes  all  necessary  arrangements  with 
and  obtains  all  necessary  consents  of  the  insurance 
company  or  companies  writing  such  insurance,  upon 
payment  to  the  producer  of  the  cash  surrender 
value,  if  any,  of  the  policy  or  policies  desired  to  be 
taken  over  or  assumed  by  the  artist. 

8.  The  respective  periods  hereinafter  in  para- 
graph 17  provided  for,  of  five  (5)  weeks  with  re- 
spect to  the  first  photoplay  in  which  the  artist  is  to 
appear  hereunder  and  of  twelve  (12)  weeks  with 
respect  to  the  second  photoplay  in  which  the  artist 
is  to  appear  hereunder  will  hereinafter  for  conve- 
nience, as  to  such  respective  photoplays,  be  here- 
inafter referred  to  as  the  ^'specified  period''.  For 
the  purpose  of  this  agreement  a  photoplay  shall  be 
deemed  to  be  ''m  production"  from  the  date  on 
which  the  artist  is  scheduled  by  the  producer  to  re- 
port to  the  producer  in  connection  with  such  photo- 
play until  the  production  of  such  photoplay  is  com- 
}}leted  or  until  the  date  of  any  cancellation  of  such 
photoplay;  it  being  expressly  understood  that  the 
prevention  or  postponement  of  the  commencement 
of  the  artist's  services  in  any  photoplay  by  reason 
of  the  happening  of  any  of  the  contingencies  speci- 
fied in  paragraphs  8,  9  or  10  hereof  shall  have  the 
same  effect  as  though  such  contingencies  had  oc- 
curred during  the  actual  rendition  of  the  artist's 
services  in  connection  wuth  such  photoplay.  If 
while  any  photoplay  is  in  production  the  artist 
shall  be  incapacitated  by  reason  of  mental  or  phys- 
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ical  disability  or  otherwise  from  fully  performing 
the  terms  or  complying  with  each  and  all  of  his 
obligations  hereunder  or  if  he  suffer  any  facial  or 
physical  disfigurement  materially  detracting  from 
liis  ai)pearance  on  the  screen  or  interfering  with 
his  ability  to  perform  properly  his  required  ser- 
vices hereunder  or  if  his  })resent  facial  or  physical 
appearance  be  materially  altered  or  changed  or  if 
he  suffer  any  impairment  of  his  voice  materially 
affecting  his  ability  to  perform  properly  hereunder 
(such  disability  and/or  incapacity  and/or  facial 
and/or  physical  disfigurement  and/or  change  of  a])- 
pearance  and/or  impairment  of  voice  being  some- 
times hereinafter  for  convenience  referred  to  as 
'illness")?  then  and  in  either  or  any  of  said  events 
the  obligations  of  the  producer  under  this  agree- 
ment shall  be  suspended  during  the  |)eriod  of  such 
illness,  and  the  period  of  such  suspension  shall  not 
be  included  in  computing  the  ''specified  period" 
applicable  to  the  photoplay  in  respect  of  which  such 
suspension  shall  have  occurred.  During  the  period 
of  such  suspension  no  payments  whatsoever  shall  be 
made  to  Industries  by  the  producer.  In  the  event 
of  the  continuance  of  such  illness  for  a  ])eriod  or 
aggregate  of  ])eriods  in  excess  of  one  (1)  week  while 
tlu^  iiv^i  ])hotoplay  in  which  the  artist  is  to  a])pear 
hereunder  is  in  production  or  for  a  period  or  aggre- 
gate of  periods  in  [110]  excess  of  two  (2)  weeks 
while  the  second  photo])lay  in  which  the  artist  is 
to  appear  hereunder  is  in  production,  the  producer 
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shall  have  the  right,  at  its  option,  to  terminate  the 
employment  of  the  artist  with  respect  to  the  photo- 
play in  respect  of  which  such  illness  shall  have 
occurred.  In  the  event  of  such  termination  with 
reference  to  such  photoplay  the  producer  may 
nevertheless  complete  such  photoplay  with  another 
person  in  the  role  which  was  being  or  was  to  have 
been  portrayed  by  the  artist  therein,  and  the  com- 
pletion of  such  photoplay  with  such  other  person 
shall  not  affect  the  producer's  right  of  termination 
with  respect  to  such  photoplay.  The  number  of 
photoplays  in  which  the  producer  is  obligated  to 
furnish  employment  to  the  artist  hereimder  and 
with  respect  to  which  Industries  is  entitled  to  com- 
pensation heremider  shall  be  reduced  by  the  num- 
ber of  photoplays  in  connection  with  which  the 
producer  may  exercise  its  right  of  termination.  It 
is  agreed  that  if  either  Industries  or  the  artist  al- 
lege that  the  artist  is  incapacitated  by  illness  or 
other  disability  or  incapacity  from  the  full  and 
faithful  performance  of  this  agreement  the  pro- 
ducer shall  have  the  right,  at  its  option,  to  have 
medical  examinations  of  the  artist  made  by  such 
physician  or  physicians  as  the  producer  may  desig- 
nate. 

9.  If  during  the  employment  of  the  artist  here- 
under the  production  activities  of  the  producer  be 
materially  hampered,  interrupted  or  interfered  with 
by  reason  of  fire,  casualty,  strike,  labor  conditions, 
lockouts,  unavoidable  accident,  war,  act  of  God,  or 
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l)y  the  enactment  of  any  municipal,  state  or  federal 
ordinance  or  law,  or  by  the  issuance  of  any  execu- 
tive or  judicial  order,  whether  municipal,  state  or 
federal,  or  by  any  other  legally  constituted  author- 
ity, or  by  any  other  cause  of  the  same  or  any  similar 
kind  or  character,  or  if  for  any  reason  whatsoever 
the  majority  of  the  motion  picture  theatres  in  the 
United  States  shall  be  closed  for  a  week  or  any 
period  in  excess  of  a  week,  the  obligations  of  each 
of  the  parties  hereto  under  this  agreement  shall  be 
suspended  likewise,  at  the  option  of  the  producer 
during  the  continuance  of  such  event  or  events,  and 
the  period  or  periods  of  the  continuance  of  such 
event  or  events  shall  not  be  included  in  computing 
the  ^* specified  period"  applicable  to  the  photoplay 
in  connection  with  which  the  artist  was  rendering  or 
was  to  have  rendered  his  services  at  the  time  of 
the  occurrence  of  such  event  or  events.    If  the  event 
of  the  continuance  of  such  event  or  events  for  a 
])eriod  or  aggregate  of  periods  in  excess  of  two  (2) 
weeks  while  the  first  photoplay  in  which  the  artist 
is  to  appear  hereunder  is  in  production,  or  for  a 
period  or  aggregate  of  periods  in  excess  of  four  (4) 
weeks   while   the    second   photoplay   in   which    the 
artist  is  to  appear  hereunder  is  in  production,  then 
and  in  either  of  said  events  either  the  artist  and 
Industries  or  the  producer,  at  their  or  its  option, 
may  elect  to  terminate  the  artist's  employment  in 
respect  of  such  photoplay;  provided,  however,  tliat 
should  the  artist  and  Industries  desire  to  elect,  to 
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terminate  the  artist's  employment  in  connection 
with  such  photoplay  they  shall  serve  notice  of  such 
desire  upon  the  producer,  and  if  the  producer  should 
not  resume  the  payment  of  such  installment  or  in- 
stallments, if  any,  as  would  be  payable  to  Industries 
heremider  in  the  absence  of  the  happening  of  such 
event  or  events,  commencing  as  of  not  later  than 
two  (2)  days  after  the  receipt  of  such  notice  from 
the  artist  and  Industries,  then  and  in  that  event 
the  employment  of  the  artist  hereunder  in  connec- 
tion [111]  with  such  photoplay  shall  be  terminated. 
If  the  producer  should  resume  the  payment  of  such 
installments,  commencing  as  of  not  later  than  two 
(2)  days  after  the  receipt  of  such  notice,  then  and 
in  that  event  the  employment  of  the  artist  here- 
under shall  not  be  terminated,  but  shall  continue  in 
full  force  and  effect.  In  the  event  of  the  termina- 
tion of  the  employment  of  the  artist  in  respect  of 
any  photoplay  pursuant  to  the  preceding  provisions 
of  this  paragraph,  the  producer  shall  be  released 
from  the  obligation  to  pay  any  installment  or  in- 
stallments of  compensation  to  Industries  in  connec- 
tion ^^dth  the  photoplay  as  to  which  such  termina- 
tion is  effective,  accruing  after  the  date  of  such  ter- 
mination. 

10.  It  is  distinctly  understood  and  agreed  by 
and  between  the  parties  hereto  tliat  the  services  to 
be  rendered  by  the  artist  under  the  tenns  hereof, 
and  the  rights  and  privileges  granted  to  the  pro- 
ducer by  Industries  under  the  terms  hereof,  are  of 
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a  special,  unique,  unusual,  extraordinary  and  intel- 
lectual character  which  gives  them  a  peculiar  value, 
the  loss  of  which  cannot  be  reasonably  or  adequately 
compensated  in  damages  in  an  action  at  law,  and 
that  a  breach  by  the  artist  and/or  by  Industries  of 
any  of  the  X)rovisions  contained  in  this  agreement 
will    cause    the    producer    irreparable    injury    and 
damage.     Industries   hereby   exj)ressly   agrees   that 
the   producer   shall   be    entitled   to   injunctive   and 
other  equitable  relief  to  prevent  a  breach  of  this 
agreement  by  the  artist  and/or  by  Industries.   This 
provision,    hoAvever,    shall    not    be    construed    as    a 
waiver  of  any  other  rights  that  the  producer  may 
have   in   the   premises,   for   damages   or   otherwise. 
Any  failure  on  the  part  of  Industries  to  perforin 
and/or   comply   with   its    obligations   hereunder   or 
any  failure,  refusal  or  neglect  on  the  part  of  the 
artist   to   perform    any    of   the    obligations    and/(^r 
agreements   which   Industries   agrees   will   be   per- 
formed  by  the   artist,   hereunder,   will   hereinafter 
for  convenience  be  referred  to  as  a  ^ ^breach'-.    In 
addition  to  all  other  rights  and  remedies  which  tlic^ 
producer  may  have,  the  producer,  at  its  option,  in 
the   event   of  any  breach,   shall   have  the   right   to 
refuse  to  pay  Industries  any  compensation  during 
the  continuance  of  such  breach.  The  ])roducer  shall 
have  the  further  right  at  any  time  during  the  con- 
tinuance of  such  breach,  to  terminate  this  agree- 
ment, or,  if  it  so  desires,  the  producer  may  termi- 
nate the  employment  of  the  artist  only  as  to  the 
photoplay  with  respect  to  which  such  breach  shall 
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have  occurred,  in  which  latter  case  the  total  number 
of  photoplays  in  connection  with  which  the  pro- 
ducer is  obligated  hereunder  to  employ  the  artist, 
shall  be  reduced  accordingly.  The  producer  shall 
have  the  further  right,  at  its  option,  at  any  time 
during  the  continuance  of  such  breach,  to  complete 
the  photoplay  with  respect  to  which  such  breach 
shall  have  occurred  with  another  person  in  the  role 
which  was  being  or  which  was  to  have  been  por- 
trayed by  the  artist  therein,  and  in  such  case  this 
agreement  shall  be  suspended  both  as  to  services 
and  as  to  the  payment  of  any  installment  or  in- 
stallments of  compensation  to  Industries  during 
the  period  reasonably  required  for  such  other  per- 
son to  complete  such  photoplay,  and  the  total  num- 
ber of  photoplays  in  connection  with  which  the 
producer  is  obligated  hereunder  to  employ  the  artist 
shall  be  reduced  accordingly.  If  because  of  any 
breach  the  employment  of  the  artist  shall  have 
been  terminated  with  respect  to  the  photoplay  in 
connection  with  which  such  breach  shall  have  oc- 
curred, or  if  another  person  shall  have  been  substi- 
tuted to  complete  the  artist's  role  in  such  photo- 
play, as  herein  provided,  [112]  all  installments  of 
compensation  paid  by  the  producer  to  Industries 
w^ith  respect  to  such  photoplay  prior  to  such  ter- 
mination or  substitution  shall,  in  the  event  such 
breach  should  occur  while  the  first  photoplay  in 
which  the  producer  is  obligated  hereunder  to  employ 
the  artist,  is  in  production,  be  applied  against  the 
compensation    payable   to    Industries   with   respect 
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to  the  second  photoplay  in  connection  with  which 
which  the  producer  is  obligated  hereunder  to  em- 
ploy the  artist;  provided,  however,  that  if  an\'  sur-h 
termination  or  substitution  shall  have  occurred  in 
connection  with  said  second  photoplay,  or  if  hi^- 
cause  of  any  such  breach  occurring-  in  connection 
with  the  first  photoplay  the  producer  shall  have? 
terminated  this  agreement  in  its  entirety,  all  in- 
stallments of  compensation  paid  by  the  pi-oducer 
to  Industries  with  respect  to  such  photoplay  prior 
to  such  termination  or  substitution  shall  be  re])aid 
by  Industries  to  the  |)roducer  on  demand.  Each 
and  all  of  the  several  rights,  remedies  and  options 
of  the  producer  contained  in  this  agreement  shall 
be  construed  as  cumulative  and  no  one  of  them  as 
exclusive  of  the  others  or  of  any  right  or  priority 
allowed  by  law. 

11.  No  waiver  by  the  producer  of  any  breach  of 
any  covenant  or  provision  of  this  agreement  shall 
be  deemed  to  be  a  waiver  of  any  preceding  (u*  suc- 
ceeding breach  of  the  same  or  any  other  covenant 
or  provision. 

12.  All  notices  which  the  producer  is  required 
or  may  desire  to  give  the  artist  or  Industries  or 
both  may  be  given  by  addressing  the  same  either 
to  Industries  or  the  artist,  or  both,  in  care  of  Frank 
Joyce-Myron  Selznick,  Ltd.,  9460  Wilshire  Blvd., 
Beverly  Hills,  California,  or  by  addressing  the  same 
to  such  other  address  as  may  be  designated  from 
time  to  time  in  writing  by  Industries  or  the  artist, 
and  in  either  case  by  depositing  the  same  so  ad- 
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dressed  postage  prepaid  in  the  United  States  mail 
at  Culver  City  or  Los  Angeles,  California;  or  by 
delivering  the  same  so  addressed  to  any  telegraph 
or  cable  company,  or,  at  its  option,  the  producer 
may  deliver  such  notice  as  it  is  required  or  may 
desire  to  give  the  artist  or  Industries  to  the  artist 
personally  or  to  auy  officer  of  Industries  either  in 
writing,  or  unless  otherwise  specified  herein,  orally. 
If  the  producer  elect  to  mail  such  notice  or  to  send 
the  same  by  telegraph  or  cable  then  the  date  of 
mailing  thereof  or  the  date  of  delivery  to  the  tele- 
graph or  cable  office,  whichever  method  may  be 
selected  by  the  producer  shall  be  the  date  of  the 
ser^nce  of  such  notice.  Notice  given  either  to  the 
artist  or  to  Industries  as  aforesaid  shall  for  all 
purposes  be  and  be  deemed  to  be  notice  to  both  the 
artist  and  to  Industries. 

13.  The  artist  shall  provide,  at  his  own  expense, 
such  modern  wardrobe  and  wearing  apparel  as  may 
be  necessary  for  any  and  all  roles  to  be  portrayed 
by  tlie  artist  hereunder;  it  being  agreed,  how^ever, 
that  should  so-called  character  or  period  costmnes 
be  required,  the  producer  shall  supply  the  same. 
The  costumes,  apparel  and  other  articles  furnished 
or  paid  for  by  the  producer,  pursuant  to  the  terms 
of  this  agreement  or  otherwise,  shall  be  and  remain 
the  property  of  the  producer,  and  shall  be  returned 
promptly  to  it. 

14.  Should  the  artist  be  required  to  perform  any 
services  hereunder  in  any  place  other  than  the  city 
of  Los  Angeles,  California,  [113]  or  its  environs, 


vs.  Charles  LaitgJdon  161 

the    producer    shall    pay    for    and/or    furnish    the 
necessary  and  reasonable  food,  lodging-  and  trans- 
portation (including  drawing  room,  when  available) 
reasonably  required  for  the  artist  and  the  artist's 
valet  on  account  of  the  rendition  of  sucli  services. 
15.     In  the  event  of  the  merger  or  consolidation 
of  the  producer  with  any  other  corporation  or  cor- 
porations, or  in  the  event  of  the  sale  or  transfer  by 
the  producer  of  a  major  portion  of  its  assets,  or  of 
its  business  or  goodwill,  then  and  in  either  or  any 
of  said  events  the  producer  shall  have  the  right  to 
assign  and/or  transfer  its  rights  hereunder  in  whole 
or  in  part  to  such  successor  in  inteiTst  of  the  ])ro- 
ducer,  and  in  the  event  of  such  assignment  or  trans- 
fer the  artist  shall  continue  to  perform  his  duties 
and  obligations  according  to  the  terms  and  tenor 
hereof,  to  or  for  such  assignee  and/or  transferee. 
.    16.     On  condition  that  the  artist  and  Industries 
shall  fully  and  completely  keep,  j)erform  and  ob- 
serve each  and  every  term,  covenant  and  condition 
of  this  agreement  on  their  y)arts  to  ])e  ke])t,   ])er- 
formed  or  observed,  the  producer  agrees  to  give  the 
name  of  the  artist  credit  as  star  or  co-star  on  the 
screen  and  in  advertising  and  paid  ])ublicity  issued 
by  the  producer  in  connection  with  each  photo])lay 
in  which  the  services  of  the  artist  are  com])leted 
hereunder.    Such  credit  shall  be  given  in  type  at 
•least  seventy-five  per  cent  (75^)  as  large  as  that 
in  which   the  name  of  the  ])erson  or  pei'sons  co- 
starred  with  the  artist  is  displayed ;  it  being  agreed, 
however,  as  to  each  photoplay  in  which  the  artist's 
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services  are  completed  hereunder,  exhibited  in  any 
country  or  countries  of  Europe,  the  name  of  the 
artist  shall,  in  such  country  or  countries,  be  given 
credit  on  the  screen  and  in  advertising  and  paid 
publicity  issued  by  the  producer  in  type  as  large  as 
that  used  to  display  the  name  of  the  person  or  per- 
sons co-starred  with  the  artist  in  such  photoplay. 
Nothing  herein  contained  shall  be  construed  so  as 
to  prevent  so-called  ^ leaser''  and/or  special  adver- 
tising, publicity  and/or  exploitation  relating  to  the 
story  upon  which  each  respective  photoplay  is 
based,  any  of  the  members  of  the  cast,  the  director, 
the  author,  or  similar  matters,  without  mentioning 
the  name  of  the  artist,  or  so  as  to  prevent  so-called 
'^trailer''  or  other  advertising  on  the  screen  with- 
out mentioning  the  name  of  the  artist,  and  no 
casual  or  inadvertent  failure  to  comply  with  the 
provisions  of  this  paragraph  shall  constitute  a 
breach  of  this  agreement. 

17.  The  producer  agrees  to  pay  Industries  for 
all  rights  herein  granted  and/or  agreed  to  be  grant- 
ed to  the  producer  and  for  the  full  and  complete 
performance  by  the  artist  of  each  and  all  of  the 
obligations  and  agreements  which  Industries  agrees 
will  be  performed  by  the  artist,  the  sum  of  Forty 
Thousand  Dollars  ($40,000.00)  for  the  first  photo- 
play in  which  the  artist  appears  hereunder,  and  the 
smn  of  Fifty  Thousand  Dollars  ($50,000.00)  for  the 
second  ])hotoplay  in  which  the  artist  appears  here- 
under. Raid  compensation  shall  entitle  the  pro- 
ducer to  the  exclusive  services  of  the  artist  in  con- 
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nection  with  the  first  i)hotoplay  for  a  period  of  five 
(5)  weeks  from  and  after  the  date  of  commence- 
ment of  the  services  of  ihe  artist  therein,  and  in 
connection  with  the  second  photoplay  for  a  period 
of  twelve  (12)  weeks  from  and  after  the  date  of 
commencement  of  the  services  of  the  artist  in  con- 
nection with  said  second  photoplay,  exclusive  of  the 
period  or  periods  of  the  continuance  of  any  of  the 
contingencies  referred  to  in  paragraphs  8,  9  and  10 
hereof.  [114]  Said  period  of  five  (5)  weeks  as  applied 
to  the  first  photoplay  and  said  period  of  twelve 
(12)  weeks  as  applied  to  the  second  photoplay,  is 
the  i)eriod  herein  referred  to  as  the  ^^  specified 
period".  Said  compensation  shall  l)e  j)aya])le  in 
installments  at  a  weekly  rate  equivalent  to  Eight 
I'housand  Dollars  ($8,000.00)  per  week  in  respect, 
of  the  first  photoplay  and  at  a  w^eekly  rate  equiva- 
lent to  Forty-one  Hundred  Sixty-six  and  GG^KX) 
Dollars  ($4,166.66)  per  week  in  respect  of  the  sec- 
ond photoplay  (exce])t  that  for  the  last  weekly  in- 
stallment of  said  ^^specified  period''  the  rate  sliall 
be  Forty-one  Hundred  Sixty-six  and  74/100  Dollai-s 
($4,166.74).  Said  compensation  as  to  eacli  i)]ioto- 
play  shall  be  payable  on  Saturday  for  services  ren- 
dered by  the  artist  in  connection  with  sucli  ])hoto- 
play  up  to  and  including  the  Wednesday  ])receding. 
In  computing  the  amount  of  the  installment  of  com- 
pensation payable  to  Industries  in  respect  of  any 
week  during  which  the  services  of  the  artist  shall 
have  been  rendered  for  less  than  the  full  week  the 
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weekly  rate  shall  be  prorated  and  for  this  purpose 
the  daily  rate  shall  be  one-sixth  of  the  weekly  rate. 
Should  the  portrayal  of  the  artist's  role  in  either 
photoplay  be  completed  prior  to  the  payment  to 
Industries  of  the  full  compensation  payable  by  the 
producer  for  the  entire  ^'specified  period"  the  en- 
tire unpaid  balance  of  such  compensation  shall  be 
payable  to  Industries  upon  the  completion  of  such 
role.  Should  the  artist's  services  in  the  portrayal 
of  his  role  in  either  photoplay  be  required  by  the 
producer  after  the  ^^ specified  period"  applicable  to 
such  photoplay,  compensation  for  such  time  there- 
after as  the  artist's  services  are  required  by  and 
actually  rendered  for  the  producer  shall  be  pay- 
able to  Industries  in  respect  of  the  first  photoplay 
at  the  rate  of  Eight  Thousand  Dollars  ($8,000.00) 
})er  week  and  in  respect  of  the  second  photoplay  at 
the  rate  of  Forty-one  Hundred  Sixty-six  and  66/100 
Dollars  ($4,166.66)  per  week.  If  after  the  comple- 
tion of  the  artist's  role  in  either  photoplay  the  pro- 
ducer should  desire  the  additional  services  of  the 
artist  in  the  making  of  retakes,  added  scenes  and/or 
changes  in  connection  with  such  photoplay.  Indus- 
tries agrees  that  tlie  artist  will  render  such  ser- 
vices for  the  producer  at  such  time  or  times  as  the 
producer  may  require,  unless  other  engagements  of 
the  artist  shall  prevent,  but  Industries  agrees  that 
if  otherwise  engaged,  Industries  and  the  artist  will 
cooperate  with  the  producer  to  the  fullest  extent 
in  the  making  of  such  retakes,  added  scenes  and/or 
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changes.  Industries  further  agrees  that  aftei*  the 
completion  of  the  artist's  role  in  the  second  oi'  the 
two  (2)  ])hotoplays  in  which  the  artist  is  to  apj^ear 
hereunder,  the  artist  will  remain  in  and  about  the 
vicinity  of  Los  Angeles  for  a  y)eriod  of  not  more 
than  two  (2)  weeks  for  the  purpose  of  rendering 
such  services  as  may  be  required  by  the  j)roducer 
in  the  making  of  retakes,  added  scenes  and/or 
changes.  Compensation  for  such  additional  services 
rendered  in  respect  of  either  photoplay  after  the 
expiration  of  the  ^^ specified  period"  shall  be  pay- 
able at  the  same  weekly  rate  as  is  j)ayable  to  Indus- 
tries hereunder  in  connection  with  such  photoplay 
for  the  artist's  services  after  the  expiration  of  the 
^^ specified  period",  w^hich  compensation,  however, 
shall  be  payable  only  for  the  days  on  which  the 
artist's  services  are  actually  required  by  and  ren- 
dered for  the  j)roducer  in  the  making  of  such  re- 
takes, added  scenes  and/or  changes.  In  computing 
all  w^eekly  compensation  payable  to  Industries  here- 
mider  for  services  rendered  by  the  artist  for  less 
than  a  full  week  the  weekly  rate  shall  be  prorated 
and  for  this  ])uri)ose  the  daily  rate  shall  be  one- 
sixth  of  the  weekly  rate.  All  compensation  here- 
under shall  be  payable  to  [115]  Industries,  and  the 
producer  shall  not  be  obligated  to  uiake  any  ])ay- 
ments  of  any  kind  directly  to  the  artist,  and  Indus- 
tries hereby  agrees  to  indemnify  and  hold  the  ])ro- 
ducer  harmless  of  and  from  any  and  all  claims  of 
the  artist  for  the  payment  directly  to  the  ai^tist  of 
any  compensation  herein  provided  for. 
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18.  The  first  photoplay  in  which  the  artist  is  to 
appear  hereimder  shall  be  the  photoplay  now  en- 
titled ^^The  Barretts  of  Wimpole  Street"  in  which 
photoplay  the  artist  shall  jDortray  the  role  of  Eliza- 
beth Barrett's  father.  In  the  second  photoplay  in 
which  the  artist  is  to  appear  hereunder  the  artist 
shall  portray  the  role  of  ^^  Louis  XYI"  in  the  pro- 
ducer's photoplay  now  entitled  ^^ Marie  Antoinette". 
The  term  of  the  artist's  employment  in  connection 
with  said  first  photoplay  shall  be  deemed  to  have 
commenced  on  May  14,  1934  and  shall  continue 
thereafter  for  such  time  as  the  producer  may  re- 
quire the  services  of  the  artist  in  the  portrayal  of 
said  role.  After  the  completion  of  the  artist's  ser- 
vices in  the  portrayal  of  said  role  the  artist  may 
appear  in  one  photoplay  for  Paramount  Produc- 
tions, Inc.  (hereinafter  referred  to  as  '' Para- 
mount") subject  to  and  upon  the  express  condition 
that  the  artist's  services  for  Paramomit  shall  not 
continue  after  September  7th,  1934  unless  Para- 
mount shall  have  obtained  from  the  producer  a 
written  extension  of  the  time  durins;  which  the 
artist's  services  for  Paramount  may  be  rendered. 
The  term  of  the  artist's  employment  in  connection 
with  the  second  photoplay  in  which  the  artist  is  to 
appear  for  the  producer  hereunder  shall  commence 
on  Septemlier  8,  1934:  provided,  however,  that  if 
ih(  artist's  services  for  Paramount  are  completed 
before  September  7,  1934  and  the  producer  is  then 
readv  to  use  the  artist's  services  in  connection  with 
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said  second  photoplay,  the  term  of  the  artist's  em- 
ployment in  connection  with  said  second  photoplay 
shall,  at  the  option  of  the  producer,  commence 
either  on  the  day  next  following  the  completion  of 
the  artist's  services  for  Paramount  or  on  any  sub- 
sequent date  not  later  than  September  8,  1934  which 
the  producer  may  designate;  provided  further,  that 
if  the  artist's  services  for  Paramount  are  completed 
on  or  before  September  7,  1934  but  the  producer  at 
the  time  of  such  completion  is  not  ready  to  use  the 
services  of  the  artist  in  connection  with  said  second 
photoplay,  the  term  of  the  artist's  employment  in 
connection  with  said  second  photoplay  shall  com- 
mence on  a  date  to  be  designated  by  the  producer, 
which  date  shall  not  be  later  than  September  8th, 
1934;  provided,  further,  that  if  Paramount  uses  the 
artist's  services  after  September  7,  1934  (which  it 
may  do  only  with  the  written  consent  of  the  pro- 
ducer, as  aforesaid),  then  the  term  of  the  artist's 
employment  in  connection  with  said  second  ])hoto- 
play  shall  commence  on  the  day  next  following  the 
completion  of  the  artist's  services  for  Paramount. 

19.  Industries  and  the  artist  acknowledge  that 
prior  to  the  execution  hereof  various  correspond- 
ence, cables  and  other  communications  relative  to 
the  employment  of  the  artist  hereunder  have  ])assed 
between  the  parties  hereto.  It  is  expressly  understood 
that  this  present  agreement  contains  and  embodies 
the  entire  and  complete  understanding  and  agree- 
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ment  between  the  parties  hereto,  and  any  and  all 
"understandings  and/or  agreements  of  any  and 
every  kind  between  the  parties  hereto,  relating  to 
the  employment  of  the  artist  in  connection  with 
the  photoplays  herein  referred  to,  are  hereby  can- 
celled and  terminated,  and  [116]  Industries  hereby 
releases  the  producer  of  and  from  all  claims  and 
demands  of  any  and  every  kind  whatsoever  arising 
out  of  or  based  upon  any  and  all  such  previous 
understandings  and/or  agreements.  Without  in 
an}^  way  limiting  the  generality  of  the  foregoing, 
Industries  hereby  acknowledges  that  the  producer 
has  already  furnished  necessary  transportation  from 
London,  England  to  Los  Angeles,  California,  and 
Industries  further  acknowledges  that  all  obliga- 
tions of  the  producer  with  reference  to  furnishing 
an}'  transportation  other  than  the  transportation 
to  which  the  artist  may  hereafter  become  entitled 
pursuant  to  the  provisions  of  paragraph  14  hereof 
have  been  fully  complied  with. 

20.  Industries  hereby  guarantees  the  full  and 
faithful  performance  by  the  artist  of  each  and  all 
of  the  covenants  and  agreements  which  Industries 
under  the  terms  hereof  agrees  will  be  performed 
by  tlie  artist.  It  is  expressly  understood  that  In- 
dustries shall  not  have  the  right  to  transfer  or 
assign  all  or  any  of  its  rights  or  obligations  here- 
imder,  without  the  written  consent  of  the  producer 
first  had  and  obtained. 
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21.  Industries  hereby  rex)resents  and  wariants 
to  the  i)roducer  that  neither  Industries  nor  the  ar- 
tist is  under  any  contractual  obligations  of  any 
kind  to  any  j)erson,  firm  or  corporation  which  will 
or  migljt  prevent,  conflict  or  interfere  with  the  full 
and  complete  performance  by  Industries  of  each 
and  all  of  its  obligations  and  agreements  hereunder 
and/or  by  the  artist  of  any  of  the  obligations  and/or 
agreements  which  Industries  agrees  will  be  per- 
formed by  the  artist  hereunder  or  which  will  or 
might  prevent,  conflict  or  interfere  with  the  exei*- 
cise  and  enjoyment  by  the  producer  to  the  fullest 
extent  of  each  and  all  of  the  rights  herein  granted 
to  the  producer. 

In  witness  whereof,  the  parties  hereto  have  exe- 
cuted this  agreement  the  day  and  year  first  above 
written. 

METRO-GOLDWYN-MAYER  CORPORA- 
TION 
By  E.  J.  MANNIX  (Signed) 
Vice  President 
MOTION  PICTURE  AND  THEATRICAL 
INDUSTRIES,  LIMITED. 
By  LOYD  WRIGHT  (Signed) 
Its  Atty-in-Fact.  [117] 

As  an  inducement  to  Metro-Goldwyn-Mayer  Cor- 
poration (hereinafter  referred  to  as  ^^ Metro'')  to 
execute  the  foregoing  agreement  between  Metro 
and    Motion    Picture    and    Theatrical    Industries, 
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Limited  (hereinafter  referred  to  as  ^^Industries'') 
and  as  a  material  part  of  the  consideration  moving 
Metro  to  enter  into  said  agreement,  the  midersigned 
hereby  consents  to  the  execution  of  said  agreement 
by  Industries  and  agrees  to  be  bound  thereby... 
Specifically,  but  without  in  any  way  limiting  the 
generality  of  the  foregoing,  the  undersigned  ex- 
pressly agrees  that  he  will  fully  and  faithfully  keep 
and  perform  each  and  all  of  the  services,  obligations 
and  agreements  which,  mider  the  terms  of  said 
agreement.  Industries  agrees  and  guarantees  will 
be  kept  and  performed  by  the  imdersigiied,  as  fully 
and  to  the  same  extent  as  though  said  agreement 
were  made  solely  between  Metro  and  the  Under- 
signed and  as  though  the  compensation  payable 
by  Metro  under  said  agreement  were  to  be  paid 
directly  to  the  midersigned,  and  the  undersigned 
agrees  that  he  will  keep  and  perform  any  and  all 
agreements,  duties  and  obligations  assumed  by 
Industries  under  said  contract  so  far  as  the  full 
performance  thereof  necessitates  that  the  mider- 
signed do  or  refrain  from  doing  any  act  or  thing. 
The  undersigned  hereby  expressly  authorizes  Metro 
to  pay  all  compensation  accruing  under  the  fore- 
going agreement,  directly  to  Industries,  and  hereby 
releases  and  discharges  Metro  of  and  from  any  and 
all  claims  and  demands  of  every  kind  which  the 
undersigned  may  have  for  the  payment  to  the  under- 
signed of  any  compensation  accruing  under  said 
agreement    or   for   any   services    rendered    by   the 
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undersigned  in  connection  with  the  photoplays  re- 
ferred to  therein.    1'he  undersigned  further  hereby 
joins  in  and  reaffirms  as  his  own  and  for  his  own 
behalf  each  and  all  of  the  representations  and  wai- 
ranties  made  by  Industries  under  the  terms  of  the 
foregoing  agreement,   and  further  hereby  guaran- 
tees to  Metro  the  full  and  faithful  performance  by 
Industries  of  each  and  all  of  its  obligations  and 
agreements    under    the    terms    of    said    agreement. 
The   undersigned   acknowledges   that   prior  to   the 
execution    hereof    various    correspondence,    cables 
and  other  comnmnications  relative  to  the  employ- 
ment of  the  undersigned  by  Metro  have  passed  be- 
tween the  undersigned  and/or  Industries  and  Metro. 
The    undersigned    further'    acknowledges    that    the 
foregoing     agreement     embodies     the     entire     and 
complete     understanding     relative     to     the     em- 
ployment     of     the      undersigned      in      connection 
w^ith     the    photoplays    referred    to    therein,     and 
hereby     joins     in     the     provisions     of     paragraph 
19    of    the    foregoing    agreement     and     acknowl- 
edges    tJiat     there     are     no     existing     contracts, 
agreements  or  understandings  of  any  kind,  either 
oral  or  written,  between  the  undersigned  and  Metro 
relating  to  the  employment  of  the  undersigned  by 
Metro,  and  the  undersigned  releases  and  discharges 
Metro  of  all  claims  and  demands  of  any  and  every 
kind  whatsoever  arising  out  of  or  based  u])on  any 
or  all    previous   contracts,   agreements   and/or   un- 
derstandings   of    every    kind    between    the    under- 
Ksigned  and  Metro.     Without  in  anv  wav  limiting' 
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the  generality  of  the  foregoing,  the  undersigned 
ackno^Yledges  that  Metro  has  already  furnished 
the  undersigned  with  necessary  transportation  from 
London,  England  to  Los  Angeles,  California,  and 
further  acknowledges  that  all  obligations  of  Metro 
with  reference  to  the  furnishing  of  any  transporta- 
tion other  than  such  transportation  as  Metro  is 
to  furnish  under  the  provisions  of  paragraph  14 
of  the  foregoing  agreement,  have  been  fidly  com- 
plied with. 

Dated  Jidy  5th,  1934. 

(Signed)     CHARLES  LAUGHTOX   [118] 


EXHIBIT  ^M^' 

STIPULATION  OF  FACTS 

Metro-Goldw^m-Mayer  Corporation 

Studios 

Culver  City 

California 

August  25,  1934. 

Motion  Picture  and  Theatrical  Industries,  Ltd. 
c/o  Metro-Goldw^m-Mayer  Corporation 
Culver  City,  California 

Gentlemen : 

This  will  confirm  the  following  agreement  between 
us: 
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1.  For  convenience  you  are  hereinafter  some- 
times referred  to  as  '^ Industries",  the  undersigned, 
Metro-Goldwyn-Mayer  Corporation,  is  sometimes 
referred  to  as  ''the  Producer'',  and  Charles  Laugh- 
ton  is  sometimes  referred  to  as  ''the  Artist". 

2.  Paragraph  1  of  an  agreement  executed  be- 
tween you  and  ourselves  under  date  of  July  6,  1934 
(said  agreement  being  hereinafter  sometimes  desig- 
nated "the  prior  agreement")  is  hereby  incorpo- 
rated herein  and  made  a  part  hereof  as  though 
fully  set  out  herein. 

3.  I^aragraph  2  of  the  prior  agreement  is  also 
incorporated  herein  and  made  a  part  hereof,  ex- 
cept that  the  reference  in  said  Paragraph  2  incor- 
porated herein  to  "two  photoplays"  is  hereby 
stricken  ther*efrom  and  in  lieu  thereof  is  hereby 
substituted  and  inserted  the  words  and  figures 
"one  photoplay".  And  a  similar  deletion  and  sub- 
stitution shall  be  deemed  to  be  made  with  respect 
to  any  and  all  other  paragraphs  of  the  prior  agree- 
ment hereinafter  incorporated  herein  by  reference. 

4.  Paragraphs  3,  4,  5,  and  7  of  the  prior  agree- 
ment are  also  incorporated  herein  as  aforesaid,  ex- 
cepting that  any  references  in  said  paragra])lis  so 
incorporated  to  photoplays  in  the  plural  nninber 
shall  be  deemed  and  construed  to  be  references  in 
tlu^  singular  number  to  the  ])hotoplay  to  be  pro- 
duced hereunder. 

5.  The  term  of  this  agreement  shall  be  for  such 
period  as  may  be  necessary  to  permit  the  Artist 
to  complete  the  rendition  of  all  services  which  mav 
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be  necessary  to  complete  the  portrayal  of  the  role 
of  ^^Micawber"  in  the  photoplay  ^^  David  Copper- 
field'',  subject  however  to  the  [119]  provisions  here- 
inafter contained  v\  ith  respect  to  the  compensation 
to  be  paid  you  for  said  services.  The  said  term 
shall  commence  on  the  day  next  following  the  com- 
pletion of  the  rendition  of  the  artist's  services 
in  the  portrayal  of  a  role  which  he  is  now  render- 
ing in  a  photoplay  now  being  produced  by  Para- 
momit  Productions,  Inc.,  which  commencement 
date  will  be  on  or  about  October  1,  1934  and  shall 
continue  thereafter  for  such  period  of  time  as  may 
be  necessary  to  permit  the  artist  to  complete  the 
portrayal  of  said  role  in  '^  David  Copperfield",  but 
shall  not  continue  after  the  completion  of  the  ren- 
dition of  all  of  the  artist's  services  to  be  rendered 
to  us  in  portraying  a  role  in  the  photoplay  now 
known  as  ^^ Marie  Antoinette"  pursuant  to  a  con- 
tract between  you  and  ourselves  dated  July  6,  1934. 
It  is  understood  and  agreed  that  we  shall  have 
the  right  during  the  first  four  (4)  weeks  of  said 
term  to  use  the  services  of  the  artist  in  the  enact- 
ment of  the  said  role  in  '^ David  Copperfield"  and 
that  thereafter  as  far  as  possible  we  shall  endeavor 
to  make  the  term  of  this  agreement  concurrent  with 
the  term  of  said  agreement  of  July  6,  1934; 
provided,  however,  that  the  artist,  without 
his  ^.onsent  shall  not  on  any  one  day  be 
required  to  render  his  services  as  an  actor 
in   both    tlie    enactment    of    said    role    in    ^*  Marie 


vs.  Charles  Laughton  175 

Antoinette"  and  tli(^  enactment  of  said  role 
in  ''David  Copperfield";  and  provided  further 
that  no  day  or  days  upon  which  the  artist  renders 
Iiis  services  in  the  enactment  of  said  role  in  ''David 
Copperfield"  shall  be  reckoned  or  covmtc^d  as  a 
])art  of  the  allotted  term  or  period  for  the  rendition 
of  the  artist's  services  in  portraying  the  said  role 
in  "Marie  Antoinette". 

G.  On  condition  that  you  and  the  Artist  fully 
and  completely  observe  and  perform  every  provi- 
sion herein  contained  to  be  i)erformed  by  you  and 
the  Artist,  or  either,  we  agree  to  pay  to  you  as 
compensation  for  all  services  and  rights  herein 
granted  or  agreed  to  be  granted  us  herein  the  sum 
of  Fifty-five  Thousand  Dollars  ($55,000.00)  in 
tliirteen  (13)  equal  weekly  installments,  payable 
on  Saturday  of  each  week  after  the  commencement 
of  the  term,  for  services  rendered  uj)  to  and  in- 
cluding the  preceding  Wednesday. 

7.  Paragraphs  8  to  15,  both  inclusive,  of  the 
pi  ior  agreement  are  hereby  incorporated  herein  and 
made  a  part  hereof  as  aforesaid,  excej^ting  only 
that  the  provisions  of  Paragraphs  8  and  9  of  the 
])rior  agreement  with  respect  to  the  second  photo- 
play therein  mentioned  (rather  than  such  provi- 
sions which  relate  to  the  first  photoplay  therein 
mentioned)  shall  govern  and  be  deemed  applicable 
to  the  Artist's  services  hereunder  and  to  the  photo- 
play to  be  produced  hereunder. 

8.  On  condition  that  the  Artist  completes  the 
])ortrayal  of  the  role  hereunder,  we  agree  to  star 
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the  name  of  the  Artist  on  the  screen  and  in  adver- 
tising and  paid  publicity  issued  by  us  in  connection 
with  said  photoplay.  The  Artist's  credit  on  the 
screen  shall  be  in  substantially  [120]  the  following 
form : 

CHARLES  LAUGHTOX 

as 

MICAWBKR 

in 

DAVID  COPPERFIELD 

The  name  of  the  Artist  displayed  on  the  screen 
as  aforesaid  shall  be  in  type  at  least  Fifty  (50) 
percent  as  large  as  the  type  displaying  the  title 
of  said  photoplay,  and  the  name  of  the  Artist  shall 
be  in  type  not  less  than  twice  as  large  as'  that  used 
to  display  the  name  of  any  other  member,  of  said 
cast.  The  last  sentence  (commencing  with  the 
words  ''nothing  herein  contained")  of  Paragraph 
16  of  the  prior  agreement,  is  hereby  incorporated 
herein  and  made  a  part  hereof. 

9.  It  is  understood  that  the  Artist  is  mider 
certain  commitments  with  respect  to  his  ser\T.ces 
to  London  Film  Productions,  Ltd.,  and,  notwith- 
standing anything  to  the  contrary  hereinabove  con- 
tained, this  entire  contract  shall  be  null  and  void 
and  none  of  the  obligations  created  hereby  shall  be 
enforceable  or  have  any  effect  whatsoever  until 
and  unless  we  or  you  and^or  the  Artist  secure  the 
consent  and  approval  of  said  London  Film  Pro- 
ductions,  Ltd.  so  that  the   services   of  the  Artist 
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may  be  rendered  to  us  as  provided  in  this  contract. 
If  the  foregoing  correctly  states  our  agreement 
will  you  kindly  indicate  that  fact  by  signing  your 
name  in  the  sx)ace  hereinbelow  provided  for  that 
purpose. 

Very  truly  yours, 

METRO-aOLDWYX-MAYER 
CORPORATION 
By  (signed)     E.  J.  MANNIX 

Vice-President 

Approved  and  Accepted  8-25-34 

MOTION  PICTURE  AND  THEATRICAL 

INDUSTRIES,  LTD. 
By  (signed)     LOYD   WRIGHT 

Its    Atty.-in-Fact 

As  an  inducement  to  Metro-Goldwyn-Mayer  Cor- 
poration to  enter  into  the  foregoing  agreement  I 
hereby  agree  that  each  and  all  of  the  agreements, 
terms,  conditions  and  provisions  of  an  agreement 
signed  by  me  on  July  5,  1934  and  attached  to  the 
said  prior  agreement,  shall  be  deemed  fully  appli- 
cable to  the  foregoing  agreement  in  the  same  man- 
ner and  to  the  same  extent  as  though  my  said 
agreement  of  July  5,  1934,  were  herein  fully  set 
forth  raid  executed  by  me. 

(signed)     CHARLES  LAUGHTON  [121] 
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Metro-Goldwyn-Mayer   Corporation 

Studios 

Culver  City 

California 

August  25,  1934. 

Motion  Picture  and  Theatrical  Industries,  Ltd., 
c/o  Metro-Goldw}m-Mayer  Corporation, 
Culver  City,  California. 
Gentlemen : 

Attention — Mr.  Loyd  Wright. 

Supplementing  our  agreement,  executed  concur- 
rently hercAvith,  for  the  services  of  Charles  Laugh- 
ton  in  our  photoplay  ^' David  Copperfield'',  it  is 
understood  and  agreed  that  paragraphs  5  and  6 
of  said  contract  shall  be  amended  as  follows : 

5.  The  last  sentence  of  paragraph  5  of  said 
contract  shall  end  with  the  words  ^' David  Copper- 
field"  appearing  in  the  fifth  line  from  the  end  of 
the  paragraph  and  the  remainder  of  the  sentence 
is  hereby  stricken  therefrom. 

6.  The  following  is  hereby  inserted  as  the  last 
sentence  of  paragraph  6  of  said  contract: 

^^It  is  agreed  that  if  all  services  herein  agreed 
to  be  performed  by  the  artist  have  been  com- 
pleted prior  to  the  full  payment  to  you  of  said 
sum  of  Fifty-five  Thousand  Dollars  ($55,- 
000.00)  the  entire  unpaid  balance  thereof  shall 
be  due  and  payable  to  you  upon  such  com- 
pletion." 
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If  the  foregoing  is  in  accordance  with  your  inider- 
standini^'  of  our  agreement,  kindly  indicate  your 
approval  and  acceptance  thereof  in  the  space  here- 
inbelovv'  provided. 

Yours  very  truly, 

METRO-GOLDWYN-MAYER 
CORPORATION 
By  (signed)     E.  J.  MANNIX 

Vice-President. 

Approved  and  Accepted : 

MOTION  PICT.  &  THEATRICAL  INDUS- 
TRIES, LTD. 

By  (signed)     LOYD  WRIGHT 
Its  Atty.  in  fact. 

(signed)     CHARLES  LAUGHTON  [122] 


EXHIBIT   ^'K" 
STIPULATION  OF  FACTS 

This  agreement  made  and  entered  into  this  25th 
day  of  August,  1934,  by  and  between  Metro-Gold- 
Avyn-Mayer  Cor])oration,  a  New  York  corporation, 
hereinafter  referred  to  as  the  ^'producer",  and 
Motion  Picture  and  Theatrical  Industries,  Limited, 
a  company  organized  under  the  Companies  Act  of 
1929  of  England,  hereinafter  referred  to  as  '^In- 
dustries", 

Witnesseth : 

For  and  in  consideration  of  the  covenants,  con- 
ditions, warranties,  representations  and  agreements 
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hereinafter  contained  and  set  forth,  the  parties 
hereto  have  agreed  and  do  hereby  agree  as  follows : 
1.  Industries  hereby  warrants  and  represents 
to  the  producer  that  Industries  and  Charles  Laugh- 
ton,  hereinafter  referred  to  as  the  ^^ artist'',  have 
heretofore  entered  into  an  agreement  with  each 
other  whereb}^  Industries  has  become  entitled  to 
the  services  of  the  artist  for  a  period  extending 
for  at  least  the  length  of  time  that  the  producer 
mil  be  entitled  to  the  services  of  the  artist  here- 
under. The  producer  is  desirous  of  obtaining  the 
sole  and  exclusive  services  of  the  artist  as  herein- 
after provided,  and  Industries  desires  and  is  willing 
to  permit  the  producer  so  to  employ  the  artist  upon 
the  terms  hereinafter  provided.  Industries  repre- 
sents and  w^arrants  to  the  producer  that  the  artist 
expects  to  benefit  by  the  execution  and  carrying 
out  of  this  agreement  by  the  parties  hereto  and  as 
an  inducement  to  the  producer  to  enter  into  this 
agreement  Industries  agrees  and  guarantees  that 
the  artist  will  fully  and  faithfully  keep  and  per- 
form each  and  all  of  the  services,  obligations  and 
agreements  which  are  to  be  kept  and  performed  by 
the  artist  under  the  terms  of  this  agreement,  as 
fully  as  though  this  agreement  were  made  solely 
between  the  producer  and  the  artist  and  as  though 
the  compensation  payable  by  the  producer  here- 
imder  were  to  be  paid  directly  to  the  artist.  In- 
dustries further  agrees  and  guarantees  that  the 
artist  will  keep  and  perform  any  and  all  agree- 
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merits,  duties  and  obligations  assumed  by  Industries 
hereunder  so  far  as  the  full  performance  thereof 
necessitates  that  the  artist  do  or  refrain  fiom  do- 
ing any  act  or  thing;  and  Industries  agrees  that 
it  will  keep  and  perform  any  agreements,  duties 
or  obligations  assumed  or  which  the  Industries 
agrees  will  be  performed  by  the  artist  lieieunder, 
so  far  as  the  full  performance  thereof  necessitates 
that  Industries  do  or  refrain  from  doing  any  act 
or  thing. 

2.  Pursuant  to  the  provisions  of  the  preceding 
paragraph  the  producer  hereby  employs  and  en- 
gages the  artist  to  render  his  services  as  an  actor 
solely  and  exclusively  for  the  producer  in  connec- 
tion with  two  (2)  photoplays  to  be  produced  by  the 
producer  as  hereinafter  more  specifically  provided, 
and  Industries  hereby  agrees  to  furnish  the  ser- 
vices of  the  artist  to  the  producer  hereunder  and 
agrees  that  the  artist  will  fully  and  completely 
keep  and  perform  each  and  all  of  the  agreements, 
[123]  duties  and  obligations  for  the  ])erforinance 
of  which  the  services  of  the  artist  are  to  be  fur- 
nished to  the  producer,  as  in  this  agreement  ])ro- 
vided.  The  term  ^^photoplays'',  as  used  in  this 
agreement,  shall  be  deemed  to  include,  but  not  be 
limited  to,  motion  picture  productions,  produced 
and/or  exhibited  with  sound  and  voice  recording, 
reproducing,  and/or  transmitting  devices,  radio 
devices,  and  all  other  im])rovements  and  devices 
which  are  now  or  mav  hereafter  be  used  in  con- 
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nection  with  the  production  and/or  exhibition 
and/or  transmission  of  any  present  or  future  kind 
of  motion  picture  productions. 

3.  Industries  agrees  that  the  artist  will  act, 
pose  and  appear  solely  and  exclusively  for  and  as 
requested  by  the  producer  hereunder;  that  he  will 
promptly  and  faithfully  comply  with  all  reasonable 
instructions,  requests,  rules  and  regulations  made 
by  the  producer  in  connection  herewith;  and  that 
he  will  perform  and  render  his  services  hereunder 
conscientiously  and  to  the  full  limit  of  his  ability 
and  as  instructed  by  the  producer,  at  such  times; 
and  places  as  the  producer  may  designate. 

4.  Industries  agrees  that  at  all  the  times  during 
which,  under  the  terms  of  this  agreement,  the  ser- 
vices of  the  artist  are  to  be  rendered  for  the  pro- 
ducer, such  services  shall  be  rendered  solely  and 
exchisively  for  the  producer,  and  that  the  artist 
will  not  during  any  such  times  render  his  services 
as  an  actor,  or  pose,  act,  appear,  write,  direct  or  ren- 
der any  other  services  in  any  way  connected  with 
motion  pictures  or  photoplays,  nor  will  he  render 
any  services  of  any  kind  or  character  whatsoever 
in  au}'  way  connected  with  dramatic,  theatrical, 
musical,  vaudeville,  radio,  television  or  other  pro- 
ductions, shows,  performances  and/or  entertain- 
ment, nor  will  he  render  any  similar  services  to 
or  for  himself  or  for  Industries  or  to  or  for  any 
person,  firm  or  corporation  other  than  the  producer, 
without  the  written  consent  of  the  producer  first 
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had  and  obtained.  Industries  further  agrees  that 
it  will  not  consent  to  nor  authorize  nor  permit  any 
other  person  to  advertise,  announce  or  make  kn(nvii, 
directly  or  indirectly,  by  paid  advertisements,  press 
notices  or  otherwise,  that  the  artist  has  contracted 
to  do  or  perform  any  act  or  services  contrary  to  the 
terms  of  this  agreement.  The  producer  shall  have 
the  right  to  institute  any  legal  proceedings,  in  the 
name  of  Industries  and/or  the  artist  and/or  other- 
wise, to  prevent  such  acts,  or  any  of  them. 

5.  Industries  expressly  gives  and  grants  to  the 
producer  the  sole  and  exclusive  right  to  ])liotogra])li 
and/or  otherwise  reproduce  any  and  all  of  the  ar- 
tist's acts,  poses,  plays  and  appearances  of  any  and 
all  kinds  in  connection  with  the  photoplays  in  which 
the  artist  is  to  appear  hereunder,  and  to  record  his 
voice  and  all  instrumental,  musical  and  other  sound 
effects  produced  by  him,  and  to  reproduce  and^or 
transmit  the  same,  either  separately  or  in  con- 
junction with  such  acts,  poses,  plays  and  a])pear- 
ances  as  the  producer  may  desire ;  and  further  gives 
and  grants  to  the  producer  solely  and  exclusively 
all  rights  of  every  kind  and  character  whatsoever 
in  and  to  the  same,  or  any  of  them,  perpetually, 
including  as  well  the  perpetual  right  to  use  the 
name  of  the  artist  and  pictures  or  other  repi'oduc- 
tions  of  the  artist's  physical  likeness,  recordations 
and  reproductions  of  the  artist's  voice  in  connec- 
tion with  the  advertising  and  exploitation  thereof. 
The  producer  shall  have  the  right  to  ^^ double''  or 
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^'dub''  the  acts,  poses,  plays  and  appearances  of 
the  artist  [124]  and,  as  well,  the  voice  of  the  artist 
and  all  instrumental,  musical  and/or  other  sound 
effects  to  be  produced  by  the  artist  to  such  extent 
as  may  be  desired  by  the  producer,  such  doubling 
or  dubbing  as  to  the  artist's  voice,  however,  to  be 
only  in  such  foreign  language  and/or  languages  as 
may  be  designated  or  desired  by  the  producer,  ex- 
cept that  the  same  may  be  in  the  English  language 
in  the  following  events: 

(a)  When  necessary  to  expeditiously  meet 
censorship  requirements ; 

(b)  In  coimection  with  hazardous  acts 
which  might  result  in  physical  injury  to  the 
artist ; 

(c)  In  connection  with  ^4ong  shots"  and 
^'process  shots''; 

(d)  In  the  event  of  failure,  refusal  or  neg- 
lect on  the  part  of  the  artist  to  comply  with 
the  duties  and  obligations  which  Industries 
herein  agrees  will  be  performed  by  him,  or 
vrhen  the  artist  is  not  available ;  and 

(e)  "^Alien  the  artist  is  unable  to  meet  cer- 
tain special  requirements  of  a  role  which  re- 
quires particular  knowledge,  talent  or  ability 
other  than  that  possessed  by  the  artist. 

Industries  also  hereby  grants  to  the  producer  the 
sole  and  exclusive  right  to  make  use  of  and  dis- 
tribute the  uame  of  the  artist  and  pictures,  photo- 
graphs   and    other    reproductions    of    the    artist's 
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physical  likeness  and  recordations  and  reproduc- 
tions of  the  artist's  voice  for  advertising,  commer- 
cial and/or  pul)licity  purposes  in  connection  with 
advertising,  publicity  and/or  exploitation  in  which 
the  title  of  the  photoplay  oi-  photoplays  in  which 
the  artist  renders  services  hereunder  also  appears; 
provided,  however,  that  the  rights  herein  granted 
to  the  producer  shall  be  used  for  such  commei'cial 
purposes  only  if  a  reproduction  of  the  physical 
likeness  of  all  other  principal  members  of  the  cast 
is  also  reproduced  in  conjunction  with  that  of  the 
artist  or,  if  the  names  of  all  other  princii)al  mem- 
bers of  the  cast  are  used  in  conjunction  with  the 
artist's  name  in  cases  where  the  name  and  not  the 
physical  likeness  of  the  artist  is  used.  Industries 
agrees  that  neither  it  nor  the  artist  will  at  any 
time  during  said  term  grant  the  right  to,  authorize 
or  willingly  permit  any  person,  firm  or  corporation, 
other  than  the  producer,  to  make  use  of  the  name 
of  the  artist  or  to  make  use  of  or  distribute  his 
pictures,  photograj)hs  or  other  re|)roductions  of 
his  physical  likeness,  excepting  only  as  hereinafter 
more  specifically  provided,  and  the  producer  is  au- 
thorized, in  the  name  of  Industries  and/or  the  artist 
and/or  otherwise,  to  institute  any  proper  legal  ])ro- 
ceedings  to  prevent  such  acts  or  any  of  them. 

6.  In  the  event  that  the  ])roducer  desires  at  any 
time  or  from  time  to  time  to  apply,  in  its  own  name 
or  otherw^ise,  but  at  its  own  expense,  for  life,  health, 
accident,  or  other  insurance  covering  the  artist,  In- 
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dustries  agrees  that  the  producer  may  do  so  and 
may  take  out  such  insurance  for  any  sum  which 
the  producer  may  deem  necessary  to  protect  [125] 
its  interests  hereunder.  The  artist  shall  have  no 
right,  title  or  interest  in  or  to  such  insurance,  hut 
Industries  agrees  that  the  artist  nevertheless  will 
assist  the  producer  in  procuring  the  same  by  sub- 
mitting to  the  usual  and  customary  medical  and 
other  examinations  and  by  signing  such  applica- 
tions and  other  instruments  in  wanting  as  may  rea- 
sonably be  required  by  such  insurance  company  or 
companies.  Any  and  all  policies  of  life,  health  or 
other  insurance  covering  the  artist  obtained  by 
the  producer  heremider  may  be  taken  over  and 
assumed  by  the  artist  upon  the  completion  of  all 
services  to  be  performed  by  the  artist  in  connection 
with  all  of  the  photoplays  in  which  the  artist  is 
to  appear  heremider,  provided  that  Industries  or 
the  artist  makes  all  necessary  arrangements  with 
and  obtains  all  necessary  consents  of  the  insurance 
company  or  companies  writing  such  insurance,  upon 
pa}Tiient  to  the  producer  of  the  cash  surrender 
A'alue,  if  any,  of  the  policy  or  policies  desired  to  be 
taken  over  or  assumed  by  the  artist. 

7.  The  periods  of  weeks  hereinafter  in  para- 
graph 16  provided  for  with  respect  to  each  photo- 
play in  which  the  artist  is  to  appear  hereunder  will 
hereafter  for  convenience,  as  to  each  such  photo- 
play, be  hereinafter  referred  to  as  the  ^^  specified 
period''.     For  the  purposes  of  this  agreement,  ex- 
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cept  as  hereinafter  otherwise  provided,  each  photo- 
play in  which  the  artist  is  to  appear  for  the  pr(j- 
ducer  hereunder  shall  be  deemed  to  be  ''in  produc- 
tion" from  the  date  on  which  the  artist  is  scheduled 
by  the  producer  to  report  to  the  producer  in  con- 
nection with  such  photoplay  until  the  production 
of  such  photoplay  is  completed  or  until  the  date 
of  any  cancellation  of  such  photoplay;  it  being 
expressly  understood  that  the  prevention  or  post- 
ponement of  the  commencement  of  the  artist's  ser- 
vices in  any  such  photoplay  by  reason  of  the  hap- 
pening of  any  of  the  contingencies  specified  in 
paragraphs  7,  8  or  9  hereof  shall  have  the  same 
effect  as  though  such  contingencies  had  occurred 
during  the  actual  rendition  of  the  artist's  services 
in  connection  with  such  photoplay.  If  while  any 
such  x^hotoplay  is  in  production  the  artist  shall 
be  incapacitated  by  reason  of  mental  or  physical 
disability  or  otherwise  from  fully  performing  the 
terms  or  complying  with  each  and  all  of  his  oljliga- 
tions  hereunder  or  if  he  suffer  any  facial  or  physi- 
cal disfigurement  materially  detracting  from  his 
appearance  on  the  screen  or  interfering  with  his 
ability  to  perform  properly  his  required  services 
hereunder  or  if  his  present  facial  or  physical  a])- 
pearance  be  materially  altered  or  changed  or  if 
he  suffer  any  impairment  of  his  voice  materially 
affecting  his  ability  to  perform  properly  hereunder 
(such  disability  and/or  incapacity  and/or  facial 
and/or    physical    disfigurement    and/or    change    of 
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apX-)earanee  aiicl^or  impairment  of  voice  being  some- 
times hereinafter  for  convenience  referred  to  as 
'illness'*),  then  and  in  either  or  any  of  said  events 
the  obligations  of  the  producer  under  this  agree- 
ment shall  be  suspended  during  the  period  of  such 
illness,  and  the  period  of  such  suspension  shall  not 
be  included  in  computing  the  '^specified  period" 
applicable  to  the  photoplay  in  respect  of  which 
such  suspension  shall  have  occurred.  During  the 
period  of  such,  or  any,  suspension  pursuant  to  any 
right  therefor  herein  given,  no  payments  whatso- 
ever shall  be  made  to  Industries  by  the  producer. 
In  the  event  of  the  continuance  of  such  illness  for 
a  period  or  aggregate  of  periods  in  excess  of  two 
(2)  weeks  while  any  photoplay  in  which  the  artist 
is  to  appear  for  the  producer  hereunder  is  in  pro- 
duction, the  producer  shall  have  the  right,  at  its 
option,  to  terminate  the  employment  of  the  artist 
with  respect  to  the  photoplay  in  respect  of  w^hich 
such  ilhiess  shall  have  occurred.  In  the  event  of 
such  termination  with  reference  to  such  photoplay 
the  producer  may  nevertheless  complete  such  [126] 
photoplay  with  another  ])erson  in  the  role  which 
was  behig  or  was  to  have  been  portrayed  by  the 
artist  therein,  and  the  completion  of  such  photo- 
play with  such  other  person  shall  not  affect  the 
producer's  right  of  termination  with  respect  to 
such  photoplay.  The  number  of  photoplays  in 
which  the  producer  is  ol^ligated  to  furnish  employ- 
mf  nt  to  the  artist  hereunder  and  with  respect  to 
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which  Industries  is  entitled  to  compensation  heie- 
imder  shall  be  reduced  by  the  number  of  photoplays 
in  connection  with  which  the  i)roducer  may  exercise 
its  right  of  termination.  It  is  agreed  that  if  either 
Industries  or  the  artist  allege  that  the  artist  is 
incapacitated  by  illness  or  other  disability  or  inca- 
])acity  from  the  full  and  faithful  performance  of 
this  agreement  the  producer  shall  have  the  right, 
at  its  option,  to  have  medical  examinations  of  the 
artist  made  by  such  physician  or  physicians  as  the 
l)roducer  may  designate. 

8.  If,  while  any  photoplay  in  which  the  artist 
is  to  appear  hereunder  is  'Mn  production''  (as  said 
])hrase  ^^in  production"  is  hereinabove  defined), 
the  i)roduction  activities  of  the  producer  with  re- 
spect to  such  photoplay  be  materially  hampered, 
interrupted  or  interfered  with  by  reason  of  fire, 
casualty,  strike,  labor  conditions,  lockouts,  wai-, 
act  of  God,  or  by  the  enactment  of  any  municipal, 
state  or  federal  ordinance  or  law,  or  by  the  issuance 
of  any  executive  or  judicial  order,  whether  numici- 
pal,  state  or  federal,  or  by  any  other  legally  consti- 
tuted authority,  or  by  any  other  cause  of  the  same 
or  any  similar  kind  or  character,  or  if  for  any 
reason  whatsoever  the  majority  of  the  motion  pic- 
ture theatres  in  the  United  States  shall  be  closed 
for  a  week  or  any  period  in  excess  of  a  week,  the 
obligations  of  each  of  the  parties  hereto  under  this 
agreement,  at  the  option  of  the  producer,  shall  be 
suspended  likewise  during  the  continuance  of  such 
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event  or  events,  and  the  period  or  periods  of  the 
continuance  of  such  event  or  events  shall  not  be 
included  in  computing  the  ^^ specified  period"  ap- 
plicable to  the  photoplay  in  connection  with  which 
the  artist  was  rendering  or  was  to  have  rendered 
his  services  at  the  time  of  the  occurrence  of  such 
event  or  events.  In  the  event  of  the  contiiniance 
of  such  event  or  events  for  a  period  or  aggregate 
of  periods  in  excess  of  four  (4)  weeks  while  any 
photoplay  in  which  the  artist  is  to  appear  here- 
under is  in  production,  then  and  in  either  of  said 
events  Industries  or  the  producer,  at  their  or  its 
option,  may  elect  to  terminate  the  artist's  employ- 
ment in  respect  of  such  photoplay;  provided,  how- 
ever, that  should  Industries  desire  to  elect  to  ter- 
minate the  artist's  employment  in  connection  with 
such  photoplay  it  shall  serve  notice  of  such  desire 
upon  the  producer,  and  if  the  producer  should  not 
resume  the  payment  of  such  installment  or  install- 
ments, if  any,  as  would  be  payable  to  Industries 
hereunder  in  the  absence  of  the  happening  of  such 
event  or  events,  commencing  as  of  not  later  than 
two  (2)  days  after  the  receipt  of  such  notice  from 
Industries,  then  and  in  that  event  the  employment 
of  the  artist  hereunder  in  connection  with  such 
photoplay  shall  be  terminated.  If  the  producer 
should  resume  the  pa\mient  of  such  instalhnents, 
commencing  as  of  not  later  than  two  (2)  days  after 
the  receipt  of  such  notice,  then  and  in  that  event 
the  emj)loymont  of  the  artist  in  connection  with  such 
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photoplay  shall  not  be  terminated,  but  shall  con- 
tinue in  full  force  and  effect.  In  the  event  of  the 
termination  of  the  employment  of  the  artist  in 
respect  of  any  photoplay  pursuant  to  the  preceding 
provisions  of  this  paragraph,  the  producer  shall 
be  released  from  the  obligation  to  pay  any  install- 
ment or  installments  of  compensation  to  Industries 
in  connection  with  the  photoplay  as  to  which  such 
termination  is  effective,  accruing  after  the  date  of 
such  tei'mination. 

9.  It  is  distinctly  understood  and  agreed  by  and 
between  the  [127]  parties  hereto  that  the  service 
to  be  rendered  by  the  artist  under  the  terms  hereof, 
and  the  rights  and  privileges  granted  to  the  producer 
by  Industries  under  the  terms  hereof,  are  of  a 
special,  unique,  unusual,  extraordinary  and  intel- 
lectual character  which  gives  them  a  peculiar  value, 
the  loss  of  which  cannot  be  reasonably  or  adequately 
compensated  in  damages  in  an  action  at  law,  and 
that  a  l)reach  by  the  artist  and/or  by  Industries 
of  any  of  the  provisions  contained  in  this  agree- 
ment will  cause  the  producer  irreparable  injury 
and  damage.  Industries  hereby  expressly  agrees 
that  the  producer  shall  be  entitled  to  injunctive  and 
other  equitable  relief  to  prevent  a  breach  of  this 
agreement  by  the  artist  and/or  by  Industries.  This 
provision,  however,  shall  not  be  construed  as  a 
waiver  of  any  other  rights  that  the  ])roducer  may 
have  in  the  ])remises,  for  dainages  or  otherwise. 
Any  failure  on  the  part  of  Industries  to  perform 
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and/or  comply  with  its  obligations  hereunder  or 
any  failure,  refusal  or  neglect  on  the  part  of  the 
artist  to  perform  any  of  the  obligations  and/or 
agreements  \Yhich  Industries  agrees  will  be  per- 
formed by  the  artist,  hereunder,  will  hereinafter 
for  convenience  be  referred  to  as  a  ^^ breach".  In 
addition  to  all  other  rights  and  remedies  which  the 
producer  may  have,  the  producer,  at  its  option, 
in  the  event  of  any  breach,  shall  have  the  right  to 
refuse  to  pay  Industries  any  compensation  during 
the  continuance  of  such  breach.  The  producer  shall 
have  the  further  right  at  any  time  during  the  con- 
tinuance of  such  breach,  to  terminate  this  agree- 
ment, or,  if  it  so  desires,  the  producer  may  ter- 
minate the  employment  of  the  artist  only  as  to  the 
i:)hotoplay  ^^uth  respect  to  which  such  breach  shall 
have  occurred,  in  which  latter  case  the  total  nmn- 
ber  of  photoplays  in  connection  with  which  the 
producer  is  obligated  hereunder  to  employ  the 
artist,  shall  be  reduced  accordingly.  The  producer 
shall  have  the  further  right,  at  its  option,  at  any 
time  during  the  continuance  of  such  breach,  to 
complete  tlie  photoplay  with  respect  to  which  such 
breach  shall  have  occurred  with  another  person 
in  the  role  which  was  being  or  which  was  to  have 
been  ])ortrayed  by  the  artist  therein,  and  in  such 
case  this  agreement  shall  be  suspended  both  as  to 
services  and  as  to  the  payment  of  any  installment 
or  installments  of  compensation  to  Industries  dur- 
ing the  period  reasonably  required  for  such  other 
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person  to  complete  such  photoplay,  and  the  total 
nnmber  of  photoplays  in  connection  witli  which 
tlie  producer  is  obligated  hereunder  to  employ  the 
artist  shall  be  reduced  accordingly.  If  because  of 
any  breach  the  employment  of  the  artist  shall  have 
been  terminated  with  respect  to  the  photoplay  in 
connection  with  which  such  breach  shall  have  oc- 
curred, or  if  another  person  shall  have  been  sub- 
stituted to  complete  the  artist's  role  in  such  photo- 
play, as  herein  provided,  all  installments  of  com- 
pensation paid  by  the  producer  to  Industries  with 
respect  to  such  photoplay  prior  to  such  termination 
or  substitution  shall  be  ax)plied  against  the  com- 
pensation payable  to  Industries  with  respect  to 
the  next  photoplay  in  connection  with  w^hich  the 
13roducer  is  obligated  hereunder  to  employ  the 
artist;  })rovided,  however,  that  if  any  such  termina- 
tion or  substitution  shall  have  occurred  in  connec- 
tion with  the  last  photoplay  in  which  the  artist 
is  to  appeal'  hereimder,  or  if  because  of  any  such 
breach  occurring  in  connection  with  any  photoplay 
th(^  producer  shall  have  terminated  this  agreement 
in  its  entirety,  all  installments  of  compensation  paid 
by  the  producer  to  Industries  with  respect  to  such 
j)hotoplay  prior  to  sTich  termination  or  substitution 
shall  be  re])aid  by  Industries  to  the  producer  on 
demand.  In  addition  to  all  other  rights  and  reme- 
dies herein  given  the  ])roducer  in  event  of  any 
breach  of  this  agreement  by  Industries  and/or  the 
artist,  the  producer,  at  its  option,  shall  have  the 
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right  to  suspend  all  of  the  producer's  obligations 
under  [128]  this  agreement  during  the  duration 
of  such  breach  and  the  period  of  such  suspension 
shall  not  be  included  in  computing  the  ^^  specified 
period"  applicable  to  the  photoplay  m  respect  of 
which  such  suspension  shall  have  occurred.  Each 
and  all  of  the  several  rights,  remedies  and  options 
of  the  producer  contained  in  this  agreement  shall 
be  construed  as  cmnulative  and  no  one  of  them 
as  exclusive  of  the  others  or  of  any  right  or  priority 
allowed  by  law. 

10.  Xo  waiver  by  the  producer  of  any  breach 
of  any  covenant  or  provision  of  this  agreement 
shall  be  deemed  to  be  a  waiver  of  any  preceding 
or  succeeding  breach  of  the  same  or  any  other 
covenant  or  provision. 

11.  All  notices  which  the  producer  is  required 
or  may  desire  to  give  the  artist  or  Industries  or 
both  may  be  given  by  addressing  the  same  either 
to  Industries  or  the  artist,  or  both,  in  care  of  Frank 
Joyce-Myron  Selznick,  Ltd.,  9460  Wilshire  Blvd., 
Beverly  Hills,  California,  or  by  addressing  the  same 
to  such  other  address  as  may  be  designated  from 
time  to  time  in  waiting  by  Industries  or  the  artist, 
and  in  either  case  by  depositing  the  same  so  ad- 
dressed postage  prepaid  in  the  United  States  mail 
at  Culver  City  or  Los  Angeles,  California;  or  by 
delivering  the  same  so  addressed  to  any  telegraph 
or  cable  company,  or,  at  its  option,  the  producer 
may  deliver  such  notice  as  it  is  required  or  may 
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desire  to  give  the  artist  or  Industries  to  the  artist 
l)ersonally  or  to  any  officer  of  Industries  either  in 
writing-,  or  unless  otherwise  specified  herein,  orally. 
If  the  i)roducer  elect  to  mail  such  notice  or  to  send 
the  same  by  telegraph  or  cable  then  the  date  of 
mailing  thereof  or  the  date  of  delivery  to  the  tele- 
graph or  cable  office,  whichever  method  may  ])e 
selected  by  the  producer  shall  be  the  date  of  the 
service  of  such  notice.  Notice  given  either  to  the 
artist  or  to  Industries  as  aforesaid  shall  for  all 
l)urposes  be  and  be  deemed  to  be  notice  to  both  the 
artist  and  to  Industries. 

12.  The  producer  shall  provide,  at  its  own  ex- 
j)ense,  all  visible  wardrobe  necessary  for  any  and 
all  roles  to  be  portrayed  by  the  artist  hereunder, 
but  the  artist  agrees  to  use  for  any  such  role  any 
wardrobe  owned  by  the  artist  which  is  proper  for 
the  purpose,  it  being  agreed  that  all  wardrobe  fur- 
nished or  paid  for  by  the  producer  shall  be  the 
])roperty  of  the  producer  and  returned  promptly 
to  it. 

13.  Should  the  artist  be  required  to  perform  any 
services  hereunder  in  any  place  other  than  the 
city  of  Los  Angeles,  California,  or  its  environs,  the 
])roducer  shall  pay  for  and/or  furnish  the  necessary 
and  reasonable  food,  lodging  and  transportation 
(including  drawing  room,  when  available)  rea- 
sonably required  for  the  artist  and  the  artist's 
valet  on  account  of  the  rendition  of  such  services. 
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14.  In  the  event  of  the  merger  or  consolidation 
of  the  producer  with  any  other  corporation  or  cor- 
porations, or  in  the  event  of  the  sale  or  transfer 
by  the  producer  of  a  major  portion  of  its  assets,  or 
of  its  business  or  good-will,  then  and  in  either 
or  any  of  said  events  the  producer  shall  have  the 
right  to  assign  and/or  transfer  its  rights  hereiuider 
in  whole  or  in  part  to  such  successor  in  interest 
of  the  producer,  and  in  the  event  of  such  assignment 
or  transfer  the  artist  shall  continue  to  perform  his 
duties  and  obligations  according  to  the  terms  and 
tenor  hereof,  to  or  for  such  assignee  and/or  trans- 
feree. [129] 

15.  The  producer  agrees  to  give  the  name  of  the 
artist  credit  as  star  or  co-star  on  the  screen  and 
in  advertising  and  paid  publicity  issued  by  the 
producer  in  connection  with  each  photoplay  in 
w^hich  the  services  of  the  artist  are  completed  here- 
under. Such  credit  shall  be  given  in  type  at  least 
as  large  as  that  in  which  the  name  of  the  person 
or  persons  costarred  with  the  artist  is  displayed 
and  shall  precede  the  name  of  any  other  member 
of  the  cast  except  only  the  name  of  one  recognized 
female  star  of  outstanding  reputation.  If  the  artist 
is  staired  such  credit  sliall  be  given  in  type  larger 
than  that  used  to  display  the  name  of  any  other 
member  of  the  cast  and  shall  precede  the  name  of 
any  other  member  of  the  cast.  Nothing  herein  con- 
tained shall  be  construed  so  as  to  prevent  so-called 
*^ teaser"  and/or  special  advertising,  publicity  and/ 
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or  exploitation  relating  to  the  story  upon  which 
each  respective  photoplay  is  based,  any  of  the  mem- 
l)ers  of  the  cast,  the  director,  the  author,  or  similar 
matters,  without  mentioning  the  name  of  the  artist, 
or  as  to  prevent  so-called  ^ trailer"  or  other  ad- 
vertising on  the  screen  without  mentioning  the  name 
of  the  artist,  and  no  casual  or  inadvertent  failure 
to  comi)ly  with  the  i)rovisions  of  this  i)aragrai)h 
shall  constitute  a  breach  of  this  agreement. 

16.  The  producer  agrees  to  pay  Industries  for 
all  rights  herein  granted  and/or  agreed  to  be  granted 
to  the  producer  and  for  the  full  and  complete  per- 
foi'mance  by  Industries  of  each  and  all  of  its 
obligations  and  agreements  hereunder  and  for  the 
full  and  complete  performance  by  the  artist  of 
each  and  all  of  the  obligations  and  agreements  which 
Industries  agrees  will  be  performed  by  the  artist, 
the  sum  of  Seventy-five  Thousand  Dollars  ($75,- 
OQO.OO)  for  each  photoplay  in  w^hich  the  artist 
completes  his  services  for  the  producer  during  the 
original  term  hereof.  Said  compensation  shall  en- 
title the  producer  to  the  exclusive  services  of  the 
artist  in  connection  with  each  photoplay  for  a 
])eriod  of  thirteen  (13)  weeks  from  and  after  the 
date  of  commencement  of  the  services  of  the  ai'tist 
in  connection  with  such  photoplay,  exclusive  of  the 
])eriod  or  periods  of  the  continuance  of  any  of  the 
contingencies  referred  to  in  paragraphs  7,  8  and  9 
hereof.  Upon  the  expiration  of  said  thirteen  (13) 
weeks  ])eriod  the  artist,  for  a   period  of  two    (2) 
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weeks,  shall  be  subject  to  call  and  shall  keep  him- 
self available  for  the  purpose  of  makmg  retakes, 
added    scenes    and/'or    changes,    and   the    producer 
shall  not  be  liable  to  pay  any  compensation  during 
said  period  of  two   (2)   weeks,  imless  the  artist's 
services  are  actually  used  by  the  producer,  in  which 
event  the  compensation  therefor  shall  be  at  the  rate 
hereinafter  prescribed,  either  weekly  or  daily,   as 
the  case  may  be.     Said     period  of  thirteen   (13) 
weeks,  computed  as  herein  provided  plus  the  ex- 
tension for  not  more  than  two  (2)  additional  weeks 
as  aforesaid,  is  the  period,  which,  as  applied  to  each 
photoplay,  is  herein  referred  to  as  the  '*  specified 
period".     The   compensation  payable  by  the  pro- 
ducer  heremicler   shall,    as   to    each   photoplay,   be 
payable  at  a  weekly  rate  which  shall  be  an  amount 
equivalent  to  one-thirteenth   (l/13th)    of  the  total 
compensation  payable  to  the  artist  in  connection 
with   such   photoplay,   which   shall  be   payable   on 
Saturday  of  each  week  covering  the  period  up  to 
and  including  the  Wednesday  preceding.     Should 
the  portrayal  of  the  artist's  role  in  any  photoplay, 
inchiding    retakes,    added    scenes    and/or    changes, 
be  com])leted  prior  to  the  payment  to  Industries 
of  the  full  compensation  payable  by  the  producer 
for  the  entire  specified  period  applicable  to  sucli 
photoph\y,  the  entire  unpaid  balance  of  such  com- 
pensation shall  be  paya])le  to  Industries  upon  the 
completion   of   such   role    [130]    including   retakes, 
added  scenes  and/or  changes.     Should  the  artist's 
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services    in    connection    with    the    ordinary    photo- 
graphing of  his  role  in  any  photoplay  be  required 
by  the  producer  after  the  expiration  of  the  speci- 
fied period  applicable  to  such  photoplay,  compensa- 
tion for  such  time  thereafter  as  the  artist's  sei-vices 
are  required  by  and  actually  rendered  for  the  pro- 
ducer in  connection  with  such  ordinary  photograph- 
ing sliall  be  payable  to  Industries  at  a  weekly  rate 
which  shall  be  equivalent  to  one-thirteenth  (l/13th) 
of   the   designated   amount    payable   to    Industries 
with  respect  to  such  photoplay.     In  computing  the 
amoimt  of  the  installment  of  compensation  payable 
to  Industries  in  respect  of  any  week  during  which 
tlie  services  of  the  artist  shall  have  been  rendered 
for  less  than  a  full  week,  the  weekly  rate  shall  be 
pi'orated  and  for  this  purpose  the  daily  rate  shall 
l)e  one-sixth  (l/6th)  of  the  weekly  rate.    .If  after 
lh(^  completion   of  the  ordinary  photographing  of 
tlie   artist's    role   in   any   photoplay   the   producer 
should  desire  the  additional  services  of  the  artist 
in    the   making   of    retakes,    added    scenes    and/or 
changes  in  connection  with  such  photoplay,  Indus- 
tries agrees  that  the  artist  will  render  such  ser- 
vices for  the  producer  at  such  time  or  times  as  may 
be  required  by  the  producer  imtil  the  same  are  com- 
])leted.     The  producer  agrees,  however,  that  it  will 
exert  every  effort  to   the   end  that   such   retakei's, 
added  scenes  and/or  changes  will  be  couipleted  as 
soon  after  the  completion  of  ordinary  photogra]^hy 
of  such  photoplay  as  is  reasonably  i)raetical.  Should 
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the  services  of  the  artist  be  required  in  connection 
witli  retakes,  added  scenes  and/or  changes  for  any 
photoplay  after  the  expiration  of  the  specified  pe- 
riod with  respect  to  such  photoplay,  then  and  in 
that  event  compensation  for  such  services  in  re- 
takes, added  scenes  and/or  changes  shall  be  payable 
for  the  period  or  term  commencing  with  the  day 
next  followmg  the  expiration  of  such  specified 
period  and  ending  with  the  last  day  upon  which 
the  artist  is  so  required  to  render  such  services. 
In  computing  the  amount  of  compensation  payable 
during  the  said  last  mentioned  term  or  period  in 
respect  of  any  week  during  which  such  services. 
of  the  artist  shall  have  been  so  rendered  for  less 
than  a  full  week,  the  weekly  rate  shall  be  prorated 
and  for  this  purpose  the  daily  rate  shall  be  one- 
sixth  (l/6th)  of  the  weekly  rate.  Notwithstanding 
anything  hereinabove  set  forth,  it  is  understood 
and  agreed  that  should  the  artist  be  required  to 
render  his  services  in  connection  with  retakes,  added 
scenes  and/or  changes  for  any  one  photoplay  during 
the  specified  period  of  any  subsequent  photoplay 
in  which  he  is  then  appearing  for  the  producer  here- 
under, the  artist  shall  render  his  services  in  the 
making  of  such  retakes,  added  scenes  and/or  changes 
as  and  when  required  so  to  do  by  the  producer,  but! 
the  producer  agrees  that  it  will  not  require  the 
artist,  without  his  consent,  to  render  his  services 
in  two  photoplays  on  the  same  day,  and  although 
]io   compensation   for  the   rendition  by  the   artist 
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of  his  services  in  such  retakes,  added  scenes  and/or 
changes  shall  under  such  circumstances  be  paid  to 
Industries,  nevertheless,  the  day  or  days  on  which 
such  services  are  so  rendered  by  the  artist  shall 
be  considered  as  part  of  the  specified  period  of  such 
sul)sequent  photoplay  and  shall  be  paid  for  as  such 
by  the  producer. 

17.     The   photoplays    in   which    the    artist    is    t(j 

appear  hereunder  and  the  roles  to  be  portrayed  by 

the  artist  therein  shall  be  selected  by  the  producer. 

The  producer  agrees  that  it  will  produce  the  two 

l)hotoplays  herein  provided  to  be  made  during  the 

specified  term  consecutively,   if  Industries   or  the 

producer  are  able  to  make  arrangements  with  [131] 

London   Film    Productions,    Limited,    so    that    the 

services  of  the   artist  will  be   available.     If  such 

arrangements  cannot  be  made  with  London  Film 

Productions,  Limited,  then  Industries  agrees  that 

it  will  notify  the  producer  at  least  sixty  (60)  days 

in  advance  of  the  date  on  which  the  services  of  the 

artist  will  be  available  for  the  making  of  each  photo- 

j)lay  during  the   specified  term,   and   shall  notify 

the  producer  at  least  sixty   (60)   days  in  advance 

wlu^n  the  services  of  the  artist  wall  be  available  to 

commence  the  rendition  of  his  seivices  in  making 

the  photoplays  provided  for  in  each  option  period 

liereunder.  In  this  connection,  it  is  expressly  agreed 

that   the  ])hotoplays   to  be   made   in   each    of   said 

o])tion    periods    shall    be    made    consecutively:    if 

after  giving  any  such  sixty  day  notice,  the  artist 
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is  delayed  in  reporting  to  the  producer  at  its  stu- 
dios  at   Culver   City,   California,   then  the   period 
with  respect  to  which  said  sixty  day  notice  shall 
have  been  given  shall  be  extended  for  a  time  equal 
to  the  difference  between  the  date  specified  in  said 
sixty  day  notice  and  the  date  on  which  the  artist 
actually  reports.     Industries  agrees  that  the  artist 
will  report  to  the  producer  pursuant  to  any  such 
notice  given  by  it,  at  its  studios  at  Culver  City, 
California,  or  at  such  other  place  as  the  producer 
may  designate,  and  that  if  after  having  given  such 
a    sixty    day   notice    Industries    ascertains    within 
thirty  days  after  the  giving  of  such  sixty  day  no- 
tice that  the  services  of  the  artist  will  not  be  avail- 
able upon  the  date  specified  in  said  notice,  it  shall 
immediately  notify  the  producer  in  writing  of  such 
fact  and  specify  a  subsequent  date  not  more  than 
sixty  (60)  days  after  the  service  of  said  last  men- 
tioned notice,  upon  which  subsequent  date  the  ser- 
vices of  the  artist  will  be  available,  and  thereafter, 
])ut  without  affecting  the  obligation  of  Industries 
and/or  the  artist  to  have  the  artist  report  at  the 
time    provided    in    said    second   notice.    Industries 
and/or  the  artist  from  time  to  time  shall  advise 
the  producer  of  the  probable  date  upon  which  the 
artist  will  actually  so  report  in  order  that  the  pro- 
ducer  in   making   the   necessary    arrangements   to 
avail  itself  of  the  artist's  services,  will  be  incon- 
venienced to  the  least  extent  possible.     The  two 
photoplays  in  which  the  artist  is  to  appear  during 
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the  original  term  hereof  shall  be  produced  (except 
as  hereinafter  otherwise  provided)  during  the  pe- 
riod commencing  on  the  day  next  following  the 
expiration  of  that  certain  contract  between  the 
producer  and  Industries  dated  July  6,  19:34,  and 
continuing  until  the  expiration  of  one  year  after 
March  1,  1935,  unless  such  period  be  extended  or 
be  sooner  terminated  as  elsewhere  in  this  agreement 
provided.  In  this  connection,  it  is  agreed  that  the 
first  photoplay  to  be  made  during  the  original  term 
shall,  if  it  can  be  so  arranged  with  London  Film 
Productions,  Limited,  be  entitled  ^^He  Who  Gets 
Slapped",  and  shall  commence  (a)  immediately 
upon  the  expiration  of  the  contract  between  the 
l)roducer  and  Industries,  dated  July  6th,  1934,  or 
(b)  immediately  upon  the  completion  of  the 
artist's  services  to  be  rendered  to  the  producer  under 
the  proposed  contract  (if  executed)  between  tlie 
producer  and  Industries  in  connection  witli  tlie 
rendition  of  the  artist's  services  in  connection  with 
the  production  of  the  photoplay  ^'David  Copper- 
field",  whichever  is  later.  In  computing  said  period 
of  one  year  after  March  1,  1935,  and  any  and  all 
following  yearly  periods  herein  referred  to,  tliere 
sliall  be  excluded  any  and  all  periods  during  which 
any  of  the  contingencies  referred  to  In  paragraphs 
7,  8  and  9  hereof  shall  have  continued.  If  at  the 
time  of  the  expiration  of  said  ]XMiod  of  one  year 
after  March  1,  1935,  or  of  any  yearly  ])eriod  herein 
referred  fo,  the  artist  is  eTi^au:('(l  in  rendering  [132] 
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services  hereunder  iii  connection  with  a  photoplay 
then  uncompleted,  then  the  current  one  year  period, 
at  the  option  of  the  producer,  may  be  extended  for 
the  time  reasonably  required  to  complete  all  ser- 
vices which  the  producer  may  require  of  the  artist 
in  connection  with  such  photoplay.  If  and  as 
often  as  there  shall  be  an  extension  of  any  one  year 
period,  the  commencement  of  the  succeeding  one 
year  periods  and,  as  well,  the  time  for  exercising 
the  next  following  option  shall  be  extended  accord- 
ingly. The  phrases  ^^term  of  this  agreement''  or 
''term  hereof  or  their  equivalent  as  used  herein, 
shall  be  deemed  to  refer  to  the  original  period 
herein  permitted  for  the  production  of  said  two 
photoplays,  to-wit:  to  the  period  ending  one  year 
after  March  1,  1935,  (unless  extended  as  herein  else- 
where provided),  or  to  any  of  the  optional  yearly 
periods  hereinafter  in  paragraph  20  provided  for, 
whichever  may  be  current  at  the  time  referred  to. 

18.  It  is  understood  that  the  roles  to  be  por- 
trayed by  the  artist  heremider  shall  be  assigned 
to  the  artist  by  Mr.  Irving  G.  Thalberg  (hereinafter 
referred  to  as  "Mr.  Thalberg''),  and  that  the  artist 
shall  render  and  perform  his  required  services 
hereunder  under  the  supervision  of  Mr.  Thalberg. 
If  at  the  time  any  role  is  to  be  assigned  to  the  artist 
hereunder  or  if  during  the  time  the  artist  is  engaged 
in  rendering  his  services  in  connection  with  the 
production  of  any  photoplay  hereunder  Mr.  Thal- 
berg should  ])ecome  incapacitated  or  for  any  other 
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reason  should  be  unable  or  unavailable  (provided 
that  Mr.  Thalberg  for  the  purposes  of  this  a,giee- 
ment  shall  not  be  deemed  to  be  so  unable  or  unavail- 
able while  he  is  engaged  in  rendering  services  in 
the  ordinary  and  customary  manner  to  the  producer 
otherw^ise  than  in  connection  with  this  contract)  to 
assign  such  role  or  to  supervise  the  work  of  the 
artist,  the  assignment  of  such  role  shall  })e  made 
by  and  the  services  of  the  artist  shall  be  lendered 
under  the  supervision  of  such  other  person  or  per- 
sons as  may  be  designated  by  Mr.  Thalberg.  In 
the  event  of  the  continuance  of  the  incay^acity  or 
unavailability  of  Mr.  Thalberg  for  a  ])eriod  of  four 
(4)  months  during  the  term  hereof  or  in  the  event 
of  the  severance  of  Mr.  Thalberg 's  relations  with 
the  producer,  Industries  shall  have  the  right  to  dis- 
continue the  artist's  services  for  the  producer  as 
to  any  further  X)eriod  or  periods  of  the  artist's 
employment  hereunder;  it  being  understood  that 
such  right,  if  exercised,  shall  become  effective  upon 
the  exjnration  of  the  then  current  term  of  the 
artist's  employment  hereunder,  but  that  the  artist 
shall  continue  to  render  his  services  for  the  pro- 
ducer hereunder  for  the  entire  imexpired  balance 
of  the  then  current  term  hereof.  In  the  event  of 
the  happening  of  any  of  the  foregoing  contingencies 
and  in  the  event  Industries  should  elect  to  exercise 
the  rights  of  termination  hereinabove  specified,  writ- 
ten notice  of  such  election  shall  be  served  upon  the 
producer  by   Industries   not   hiter   than    four    (4) 
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weeks  after  ^Y^itten  notice  from  the  producer  that 
the  incapacity  or  unavailability  of  Mr.  Thalberg 
has  continued  for  four  (4)  months,  or  within  four 
(4)  weeks  after  notice  from  the  producer  of  the 
severance  of  Mr.  Thalberg 's  relations  with  the  pro- 
ducer (whichever  contingency  may  give  rise  to  the 
exercise  of  said  right).  Such  written  notice  from 
the  producer,  in  either  of  the  contingencies  last 
above  mentioned,  shall  be  so  served  by  the  producer 
promptly  after  the  continuance  of  such  incapacity 
or  miavailability  for  four  (4)  months,  or  promptly 
upon  such  severance  of  Mr.  Thalberg 's  relations, 
as  the  case  may  be.  In  the  event  of  such  election 
on  the  part  of  Industries,  Industries  and  the  pro- 
ducer shall  be  released  from  [133]  all  obligations 
hereunder  accruing  after  the  expiration  of  the 
then  current  term  of  the  artist's  employment  here- 
under. 

19.  In  connection  with  each  photoplay  in  which 
the  artist  travels  from  England  to  Los  Angeles  to 
render  his  services  for  the  producer  hereimder,  tlie 
jnoducer  shall  furnish  or  pay  for  the  reasonable 
cost  of  transportation  for  the  artist,  the  artist's 
wife  and  the  artist's  valet  from  England  to  Los 
Angeles.  The  producer  further  agrees  that  if  the 
artist  should  desire  to  return  to  England  upon  the 
completion  of  the  artist's  engagement  in  connection 
with  such  photoplay  and  if  the  artist  is  not  to  re- 
main here  to  render  services  in  connection  with 
another  photoplay,  the  producer  will  furnish  or  pay 
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for  similar  return  transportation  to  England  for 
the  artist,  the  artist's  wife  and  his  valet;  x^rovided, 
however,  that  in  no  event  shall  the  producer  be 
obligated  to  furnish  or  pay  for  any  return  trans- 
portation for  the  artist  or  his  wife  or  his  valet  if 
he  returns  to  England  or  elsewhere  to  i-ender  ser- 
vices in  a  photoplay  for  London  Film  Productions, 
Limited,  or  any  other  foreign  producer. 

20.  In  consideration  of  the  execution  of  this 
agreement  by  the  producer  and  of  the  producer's 
consent  to  the  amount  of  compensation  herein  si)eci- 
fied,  industries  hereby  gives  and  grants  to  the  y)ro- 
ducei'  the  following  rights  or  options: 

(a)  To  employ  and  engage  the  services  of 
the  artist  from  Lidustries  to  render  his  ser- 
vices for  the  producer  in  roles  to  be  selected 
by  the  producer  in  two  (2)  additional  photo- 
plays to  be  produced  during  the  period  of  one 
(1)  year  next  following  the  expiration  of  tlie 
period  of  one  (1)  year  hereinabove  in  para- 
graph 17  referred  to,  upon  the  same  terms  and 
conditions  as  herein  contained  and  set  forth, 
except  that  the  compensation  payable  to  In- 
dustries for  the  artist's  services  in  connection 
with  each  of  said  tw^o  (2)  photoplays  shall  be 
the  sum  of  Eighty-five  Thousand  Dollars  ($85,- 
000.00). 

(b)  To  employ  and  engage  the  services  of 
the  artist  from  Industries  to  render  his  ser- 
vices for  the  })roducer  in  roles  to  be  selected 
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by  the  producer  in  two  (2)  additional  photo- 
plays to  be  produced  durmg  the  x^eriod  of  one 
(1)  year  referred  to  in  subdivision  (a)  of  this 
paragraph  20,  upon  the  same  terms  and  condi- 
tions as  herein  contained  and  set  forth,  except 
that  the  compensation  payable  to  Industries 
for  the  artist's  services  in  coimection  ^vith  each 
of  said  two  (2)  photoplays  shall  be  the  sum 
of  one  hundred  thousand  dollars  ($100,000.00). 
(c)  To  employ  and  engage  the  services  of 
the  artist  from  Industries  to  render  his  ser- 
vices for  the  producer  in  roles  to  be  selected 
1)y  the  producer  in  two  (2)  additional  photo- 
plays to  be  produced  durmg  the  period  of  oile 
(1)  year  next  following  the  expiration  of  the 
period  of  one  (1)  year  referred  to  in  subdivi- 
sion (b)  of  this  paragraph  20,  ujDon  [134]  the 
same  terms  and  conditions  as  herein  contained 
and  set  forth,  except  that  the  compensation  pay- 
able to  Industries  for  the  artist's  services  in 
connection  with  each  of  said  two  (2)  photo- 
plays shall  be  the  sum  of  one  hundred  ten  thou- 
sand dollars   ($110,000.00). 

The  option  hereinabove  in  subdivision  (a)  granted 
to  tlie  ])roducer  may  be  exercised  by  the  producer 
at  any  time  prior  to  three  (3)  weeks  after  the  com- 
]nencemeut  of  ]iliotogra])hy  of  the  second  photoplay 
to  be  ]U'oduced  under  this  agreement.  Each  re- 
maininu"  o]ition  hereinbefore  referred  to  may  be 
exercised  separately  within  thirty   (30)  days  after 
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the  completion  of  the  ai  list's  services  with  respect 
to  the  second  photoplay  in  the  yearly  period  during 
which  the  photoplays  referred  to  in  the  next  pre- 
ceding option  are  to  be  produced  or  not  later  than 
foi'ty-five  (45)  days  before  the  end  of  such  yeaily 
j)eriod,  whichever  date  is  earlier  or  if  Alexander 
Korda  is  not  an  independent  motion  picture  pro- 
ducer in  Europe  and  producing  films  of  the  same 
(juality  and  standard  as  those  now  being  produced 
l)y  London  Film  and  has  not  a  major  release  for 
his  film  products  then  such  option  may  be  exercised 
at  least  ninety  (90)  days  prior  to  the  expiration 
of  the  yearly  period  commencing  March  1,  1935, 
or  of  any  additional  yearly  period  herein  jjrovided 
for,  may  elect  to  exercise  all  or  any  of  the  options 
not  already  exercised,  in  which  event  the  aitist 
shall  be  engaged  by  the  produ.cer  as  provided  in 
the  ojjtion  or  options  so  exercised  by  the  producer. 
The  exercise  by  the  producer  of  any  one  or  more 
of  said  options  shall  not  be  construed  as  an  election 
by  the  producer  not  to  exercise  the  remaining  op- 
tions. All  notices  of  the  exercise  of  any  option 
shall  be  in  writing  and  shall  be  served  uj)on  Indus- 
tries within  the  periods  above  specified. 

21.  Industries  hereby  warrants  to  the  producer 
that  under  certain  contractual  obligations  which 
Industries  has  with  London  Film  Productions, 
limited  (hereinafter  referred  to  as  ''London 
Film"),  London  Film  has  an  optiou  on  the  seivices 
of  the  artist  dui'ing  the  ])eriod  of  one  vear  com- 
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mencing  March  1,  1936.    It  is  the  desire  of  Indus- 
tries and  the  producer  that  the  second  photoplay 
in  which  the  artist  is  to  appear  for  the  producer 
under  this  agreement  shall,  if  possible,  be  produced 
prior  to  March  1,  1936,  but  if  the  producer  is  im- 
abie  to  make  the  arrangements  necessary  for  the 
production  of  said  second  photoplay  prior  to  March 
1,  1936,  then  and  in  that  event  said  second  photo- 
play shall  be  produced  as  soon  after  March  1,  1936, 
as  practical;  and  m  the  event  that  London  Film 
exercises  said  option,  then  such  second  photoplay 
shall  be  produced  during  the  one  year  period  com- 
mencing March  1,  1936,  if  the  producer  or  Indus- 
tries are  able  to  make  the  necessary  arrangements 
therefor,  or  if  the  producer  or  Industries  are  un- 
able to  make  the  necessary  arrangements  therefor, 
then  said  second  photoplay  shall  be  produced  as 
soon  after  March  1,  1937,  as  possible,  and  in  such 
event  the  original  term  of  this  agreement  shall  be 
extended   so   that   said   second   photoplay   may   be 
completed  by  the  producer  hereunder.     Industries 
agiees  to  notify  the  producer  in  writing  prior  to 
February  1,  1936,  as  to  whether  or  not  said  optiotu 
has  been  exercised  by  London  Film.     It  is  further 
understood  and  agreed  that   in  the   event   of  the 
exercise  of  said  option  by  London  Film  then,  not- 
withstanding anything  contained  in  paragraph  20 
the  period  of  one  year  during  wliich  the  photoplays 
provided  [135]  for  in  subdivision  (a)  of  said  para- 
graph 20  are  to  be  produced,  shall  be  postponed,  and 
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shall  in  the  event  of  such  postponement,  commence 
on  the  day  next  following  the  expiration  of  the 
yearly  period  for  which  such  option  shall  have 
been  exercised  by  London  Fihn;  provided,  however, 
that  if  the  second  photoplay  to  be  produced  here- 
under is  not  completed  until  after  the  expiration 
of  the  yearly  period  for  which  such  option  has 
been  exercised  by  London  Film,  then  the  period  of 
one  year  during  which  the  photoplays  providcnl  for 
in  subdivision  (a)  of  paragraph  20  are  to  be  pro- 
duced shall  be  postponed  until  the  day  next  follow- 
ing the  completion  of  said  second  photoplay.  Not- 
withstanding anything  herein  to  the  contrary,  if  ar- 
rangements may  be  made  with  London  Film  or  if 
the  contract  \\ith  London  Film  is,  for  any  reason, 
terminated,  then  the  next  photoplay  or  option  pe- 
riod, whichever  may  be,  shall  be  commenced  by 
Industries  giving  the  sixty  day  notice  hereinbefore 
referred  to. 

22.  Notwithstanding  anything  herein  to  the  con- 
trary, Industries  reserves  the  right  after  the  coui- 
pletion  of  the  services  of  the  artist  pursuant  to  his 
contract  with  said  London  Film  (after  the  jnnncipal 
term  if  the  option  herein  contained  is  not  exercised 
or  after  the  option  period  if  said  option  is  exer- 
cised) to  produce  or  cause  to  be  produced  or  hire 
or  lend  the  services  of  the  artist  in  the  uiaking  of 
two  (2)  motion  picture  photoplays  in  each  (me 
year  period  in  England.  Industries  shall  have  the 
right     without     consulting     Metro-Goldw}ai-Maver 
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Corporation  to  contract  with  London  Film  so  long 
as  Alexander  Korda  is  still  associated  with  London 
Film  or  with  said  Korda  as  long  as  he  is  an  inde- 
pendent producer  of  motion  pictures  in  Europe  and 
is  producing  motion  pictures  of  substantially  the 
same  quality  and  standard  as  those  now  being  pro- 
duced by  London  Film  and  has  a  major  release 
for  his  motion  picture  products,  to  produce  said 
photoplays  or  either  of  them  and  if  no  such  contract 
to  produce  both  of  said  photoplays  is  made  by 
Industries  with  London  Film  Metro-Groldwyn-Mayer 
Corporation  shall  then  have  the  first  right  to  pro- 
duce said  photoplays  and/or  either  of  them  not  so 
contracted  for,  in  England  if  it  so  desires  to  pro- 
duce the  same  pursuant  to  all  the  terms  hereof. 
If  Metro-Goldwyn-Mayer  Corporation  shall  become 
vested  with  the  right  to  produce  said  photoplays 
and/or  either  of  them  in  England  as  aforesaid, 
Industries  shall  notify  Metro-Goldwyn-Mayer  Cor- 
poration of  the  artist's  intention  to  render  his  ser- 
vices in  each  of  said  photoplays,  and  the  producer 
shall  have  two  weeks  after  the  receipt  of  such  notice 
within  which  to  notify  Industries  of  its  election 
to  produce  such  photoplay  and/or  either  or  any 
of  them  referred  to  in  said  notice  from  Industries 
in  England.  The  artist's  employment  in  connection 
with  such  photoplays  or  either  or  any  of  them, 
should  the  foregoing  right  or  rights  be  exercised 
by  the  producer,  shall  be  governed  by  the  same 
terms  and  conditions  herein  contained,  and  compen- 
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sation  therefor  shall  be  payable  to  Industries  in 
the  same  amount  and  in  the  same  manner  as  is  pay- 
able with  respect  to  the  other  photoplays  in  which 
the  artist  appears  for  the  producer  hereunder  dur- 
ing the  term  concerned,  except  that  the  producer 
shall  have  the  right  to  pay  such  compensation  in 
British  pounds  sterling  (instead  of  American  dol- 
lars) at  the  rate  of  exchange  then  current.  Tf  the 
producer  does  not  exercise  said  election  within  said 
period  of  time,  then  Industries  shall  be  free  to 
contract  for  the  services  of  the  artist  in  such  photo- 
play on  condition,  however,  that  such  photoplay 
must  be  produced  in  England  or  elsewhere  but 
not  in  North  America  and  must  be  produced  either 
by  London  Film,  so  long  as  Alexander  Korda  is 
[136]  still  associated  with  London  Film,  or  by  an- 
other English  producer  of  approximately  the  same 
standing  and  reputation  as  the  present  standing 
and  reputation  of  London  Film.  If  said  Koi'da  is 
no  longer  associated  with  London  Film  then  in  se- 
lecting the  producer  for  such  photoplay  ])ref erred 
consideration  shall  be  given  to  said  Korda  or  to 
the  English  producer  with  whom  he  is  then  asso- 
ciated. Industries  agrees  that  in  the  event  such 
other  producer,  pursuant  to  the  terms  hereof,  pro- 
duces any  such  other  photoplay.  Industries  will 
only  contract  for  the  rendition  of  the  services  of 
the  artist  at  a  time  not  to  conflict  with  the  then 
schedule  of  the  producer  herein  for  the  services 
of  the  artist. 
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It  is  the  intention  of  the  parties  hereto  that  the 
services  of  the  artist  shall  be  utilized  in  the  making 
of  four  (4)  photoplays  during  each  yearly  period 
hereof,  after  the  expiration  or  termination  of  the 
contract  with  London  Film;  that  two  of  said  photo- 
plays will  be  made  for  the  producer  hereunder  in 
the  United  States,  and  two  shall  be  made  in  Eng- 
land, as  herein  provided.  The  photoplays  to  be 
made  for  the  producer  hereunder  are  to  be  consecu- 
tive, and  the  photoplays  to  be  made  in  England  are 
to  be  made  consecutively.  If  the  services  of  the 
artist  in  the  making  of  the  two  photoplays  for  the 
producer  heremider  in  the  United  States,  or  in  the 
making  of  the  two  photoplays  in  England  for 
the  producer  hereunder,  or  for  any  other  producer 
as  herein  provided,  are  required  longer  than  tw^en- 
ty-six  (26)  weeks,  then  the  time  for  the  making  of  the 
remaining  two  photoplays  during  said  option  pe- 
riod (whether  it  be  for  the  producer  in  the  United 
States  or  for  the  producer  herein  or  some  other 
producer  in  England)  shall  be  extended  for  a 
j)eriod  of  time  equivalent  to  the  time  beyond  twen- 
ty-six weeks  during  which  the  services  of  the  artist 
are  utilized  in  making  the  two  preceding  photo- 
plays. 

23.  Notwithstanding  anything  herein  to  the 
contrary,  it  is  expressly  agreed  by  and  between  the 
parties  hereto  as  follows : 

1.  That  the  services  of  the  artist,  except  when 
pursuant  to  the  terms  hereof  the  same  are  to  be 
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rendered  for  the  i)roducer,  may  be   rendered  for 
any  other  ijroducer  oi-  in  any  other  manner  whatso- 
ever,  inckiding  hut  not   limited  to   any  dramatic, 
theatrical,  musical,  vaudeville,  radio,  television  or 
other  productions,  shows,  performances  and/or  en- 
tertainments;   provided,    however,    that    ^s*    is    not 
intended  under  the  provisions  of  this  subparagraph 
1,  nor  shall  anything  in  said  subparagraph  be  con- 
strued to  permit  the  artist  to  render  any  services 
whatsoever  as  an  actor  in  the  making  or  i)roducing 
of  any  photoplay  or  motion  picture  excepting  the 
photoplays  contemplated  to  be  made  with  the  artist 
and  herein  elsewhere  specifically  described  or   re- 
ferred to. 

2.  That  the  artist  shall  not  be  required  to  render 
or  perform  in  any  radio  performances. 

3.  That  if  Industries  should  at  any  time  elect 
not  to  utilize  the  services  of  the  artist  in  England, 
the  producer  will,  upon  receiving  not  less  than  sixty 
(60)  days'  notice  in  writing,  so  notifying  it,  utilize 
the  services  of  the  artist  pursuant  to  the  terms 
hereof  in  three  [137]  photoplays,  with  the  right 
hereby  given  the  producer  to  make  four  instead 
of  three  photoplays  in  any  option  period  in  which 
such  a  notice  shall  have  been  given  it,  in  lieu  and 
instead  of  two  photoplays. 

24.  Concurrently  herewith,  the  producer  is  en- 
tering into  a  contract  for  the  services  of  Elsa  Lan- 
chester,  wife  of  the  artist.     It  is  expressly  agreed 
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that  if,  and  in  the  event  that  said  contract  of  said 
Elsa  Lanchester  is  terminated  and  cancelled  by  the 
producer  for  any  reason  other  than  (a)  her  failure 
without  cause  to  fulfill  and  perform  her  obliga- 
tions under  said  contract  and/or  (b)  pursuant  to 
any  right  therefor  given  to  the  producer  imder  the 
terms  of  paragraph  5  of  the  contract  between  the 
producer  and  said  Elsa  Lanchester  of  even  date 
herewith,  then  and  in  any  or  either  such  event  this 
contract  may  be  cancelled,  provided,  however,  that 
the  services  of  the  artist  shall  be  continued  to  be 
rendered  until  the  completion  of  any  photoplay  in 
which  he  may  then  be  engaged. 

25.  The  producer  agrees,  at  its  owti  expense,  to 
furnish  and  provide  a  ^^ stand-in"  to  the  artist  dur- 
ing the  time  the  artist  is  enacting  any  role  here- 
under. 

In  witness  whereof,  the  parties  hereto  have  exe- 
cuted this  agreement  the  day  and  year  first  above 
written. 

METRO-GOLD^^N-MAYER 
CORPORATION 
By  (signed)     E.  J.  MANNIX 

Vice-President 
MOTION  PICTURE  AND 
THEATRICAL  INDUSTRIES 
LIMITED 
By  (signed)     LOYD  WRIGHT 

Its  Attorney-in-Fact.  [138] 
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As  an  inducement  to  Metro-Goldwyn-Mayer  Cor- 
i:)oration  (hereinafter  referred  to  as  ''Metro")  to 
execute  the  foregoing  agreement  between  Metro  and 
Motion  Picture  and  Theatrical  Industries,  Limited 
(hereinafter  referred  to  as  ''Industries")  and  as 
a  material  part  of  the  consideration  moving  Metro 
to  enter  into  said  agreement,  the  undersigned  hereby 
consents  to  the  execution  of  said  agreement  by  In- 
dustries and  agrees  to  be  bound  thereby.  Specifi- 
cally, but  without  in  any  way  limiting  the  generality 
of  the  foregoing,  the  undersigned  expressly  agrees 
that  he  will  fully  and  faithfully  keep  and  perform 
each  and  all  of  the  services,  obligations  and  agree- 
ments which,  under  the  terms  of  said  agreement, 
Industries  agrees  and  guarantees  will  be  kept  and 
l)errornied  by  the  undersigned,  as  fully  and  to  the 
same  extent  as  though  said  agreement  were  made 
solely  between  Metro  and  the  undersigned  and  as 
though  the  com])ensation  payable  by  Metro  under 
said  agreement  were  to  be  ])aid  directly  to  the  un- 
dersigned, and  the  undersigned  agrees  that  he  will 
Iveep  and  perform  any  and  all  agreements,  duties 
and  obligations  assumed  by  Industries  under  said 
agreement  so  far  as  the  full  performance  thereof 
necessitates  that  the  undersigned  do  or  refrain 
from  doing  any  act  or  thing.  The  undersigned 
hereby  expressly  authorizes  Metro  to  pay  all  com- 
l)ensation  accruing  under  the  foregoing  agreement, 
directly  to  Industries,  and  hereby  releases  and 
discharo-es  Metro  of  and  from  anv  and  all  claims 


218  Commissioner  of  Int.  Revenue 

and  demands  of  every  kind  which  the  imdersigned 
may  have  for  the  payment  to  the  undersigned  of 
any  compensation  accruing  under  said  agreement 
or  for  any  services  rendered  by  the  undersigned  in 
connection  with  the  photoplays  referred  to  therein. 
The  midersigned  further  hereby  joins  in  and  reaf- 
firms as  his  own  and  for  his  own  behalf  each  and 
all  of  the  representations  and  warranties  made 
by  Industries  under  the  terms  of  the  foregoing 
agreement,  and  further  hereby  guarantees  to  Metro 
the  full  and  faithful  performance  by  Industries  of 
each  and  all  of  its  obligations  and  agreements  under 
the  terms  of  said  agreement. 
Dated:  August  25th,  1934. 

CHARLES  LAUGHTON   (signed) 

[139] 


EXHIBIT  ^^L" 

STIPULATION  OF  FACTS 

This  Agreement  made  and  entered  into  this  21st 
day  of  December,  1934,  by  and  between  Twentieth 
Century  Pictures,  Inc.,  a  New  York  corporation, 
hereinafter  referred  to  as  the  ^^ producer",  and  Mo- 
tion Picture  and  Theatrical  Industries,  Limited,  a 
company  organized  under  the  Companies  Act  of 
1929  of  England,  hereinafter  referred  to  as  ^'Indus- 
tries", 
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Witnesseth : 

For  and  in  consideration  of  the  covenants,  condi- 
tions, warranties,  representations  and  agreements 
hereinafter  contained  and  set  forth,  the  i)arties 
hereto  have  agreed  and  do  hereby  agree  as  follows: 

1.  Industries  hereby  warrants  and  represents  to 
the  producer  that  Industries  and  Charles  Laughton, 
hereinafter  referred  to  as  the  ''artist",  have  here- 
tofore entered  into  an  agreement  with  each  other 
w^hereby  Industries  has  become  entitled  to  the  serv- 
ices of  the  artist  for  a  period  extending  for  at  least 
the  length  of  time  that  the  producer  wdll  be  entitled 
to  the  services  of  the  artist  hereunder.  The  pro- 
ducer is  desirous  of  obtaining  the  sole  and  exclusive 
services  of  the  artist  as  hereinafter  provided,  and 
Industries  desires  and  is  willing  to  permit  the  pro- 
ducer so  to  employ  the  artist  upon  the  terms  herein- 
after provided.  Industries  represents  and  warrants 
to  the  ])roducer  that  the  artist  expects  to  benefit  l\v 
the  execution  and  carrying  out  of  this  agreement  by 
the  parties  hereto  and  as  an  inducement  to  the  ])ro- 
ducer  to  enter  into  this  agreement  Industries  agi'ees 
and  guarantees  that  the  artist  will  fully  and  faith- 
fully keep  and  perform  each  and  all  of  the  services, 
obligations  and  agreements  Avhich  are  to  be  kept 
and  performed  by  the  artist  under  the  terms  of  this 
agreement,  as  fully  as  though  this  agreement  were 
made  solely  between  the  producer  and  the  artist  and 
as  though  the  compensation  payable  by  the  producer 
hereunder  were  to  be  paid  directly  to  the  artist.   In- 
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dustries  further  agrees  and  guarantees  that  the  art- 
ist will  keep  and  i^erform  any  and  all  agreements, 
duties  and  obligations  assumed  by  Industries  here- 
under so  far  as  the  full  performance  thereof  neces- 
sitates that  the  artist  do  or  refrain  from  doing  any 
act  or  thing ;  and  Industries  agrees  that  it  will  keep 
and  perform  any  agreements,  duties  or  obligations 
assumed  or  which  Industries  agrees  vrill  be  per- 
formed by  the  artist  heremider,  so  far  as  the  full 
performance  thereof  necessitates  that  Industries  do 
or  refrain  from  doing  any  act  or  thing. 

2.  Pursuant  to  the  provisions  of  the  preceding 
paragraph  the  producer  hereby  employs  and  en- 
gages the  artist  to  render  his  services  in  the  por- 
trayal of  the  role  of  ^'Javert"  in  a  photoplay  to  be 
produced  by  the  producer  based  upon  ^'Les  Mise- 
rables",  and  Industries  hereby  agrees  to  furnish 
the  services  of  the  artist  to  the  producer  hereunder 
and  agrees  that  the  artist  will  fully  and  completely 
keep  and  perform  each  and  all  of  the  agreements, 
duties  and  obligations  for  the  j^erformance  [140]  of 
which  the  services  of  the  artist  are  to  be  furnished  to 
the  producer,  as  in  this  agreement  provided.  The  term 
^'photoplay'',  as  used  in  this  agreement,  shall  be 
deemed  to  include,  but  not  be  limited  to,  a  motion 
picture  production,  produced  and/or  exhibited  with 
sound  and  voice  recording,  reproducing,  and/or 
transmitting  devices,  radio  devices,  and  all  other 
improvements  and  devices  which  are  now  or  may 
hereafter  be  used  in  comieetion  with  the  production 
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and/or  exhibition  and/or  transmission  of  any  jjres- 
ent  or  future  kind  of  motion  picture  productions. 

3.  Industries  agrees  that  during  the  term  liereof 
tlie  artist  will  act,  i)ose  and  appear  solely  and  ex- 
clusively for  and  as  requested  by  the  producer  here- 
under; that  he  will  promptly  and  faithfully  comply 
with  all  reasonable  instructions,  requests,  rules  and 
regulations  made  by  the  y)roducer  in  connection 
herewith;  and  that  he  will  perform  and  render  his 
services  hereunder  conscientiously  and  to  the  full 
limit  of  his  ability  and  as  instructed  by  the  pro- 
ducer, at  such  times  and  places  as  the  producer  may 
designate. 

4.  Industries  further  agrees  that  the  artist  will 
not  during  said  term  render  his  services  as  an  actor, 
or  pose,  act,  appear,  write,  direct  or  render  any 
other  services  in  any  way  connected  with  motion 
pictures  or  photoplays,  nor  will  he  render  any  serv- 
ices of  any  kind  or  character  whatsoever  in  any  way 
connected  with  dramatic,  theatrical,  musical,  vaude- 
ville, radio,  television  or  other  productions,  shows, 
y)erformances,  and/or  entertainment,  nor  will  he 
render  any  similar  services  to  or  for  himself  or  for 
Industries  or  to  or  for  any  person,  firm  or  corpora- 
tion other  than  the  producer,  without  the  written 
consent  of  the  producer  first  had  and  obtained. 
Industries  further  agrees  that  it  will  not  consent  to 
nor  authorize  nor  permit  any  other  ])orson  to  adver- 
tise, announce  or  make  known,  directly  (u*  indirectlv. 
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by  paid  advertisements,  press  notices  or  other\\ise, 
that  the  artist  has  contracted  to  do  or  perform  any 
act  or  services  contrary  to  the  terms  of  this  agree- 
ment. The  producer  shall  have  the  right  to  insti- 
tute any  legal  proceedings,  in  the  name  of  Indus- 
tries and/or  the  artist  and/or  otherwise,  to  prevent 
such  acts,  or  any  of  them. 

5.  Industries  expressly  gives  and  grants  to  the 
producer  the  sole  and  exclusive  right  to  photograph 
and/or  otherwise  reproduce  any  and  all  of  the 
artist's  acts,  poses,  plays  and  appearances  of  any 
and  all  kinds  in  connection  with  the  photoplay  in 
which  the  artist  is  to  appear  hereunder,  and  to 
record  his  voice  and  all  instrumental,  musical  and 
other  soimd  effects  produced  by  him,  and  to  repro- 
duce and/or  transmit  the  same,  either  separately  or 
in  conjunction  with  such  acts,  poses,  plays  and  ap- 
pearances as  the  producer  may  desire;  and  further 
gives  and  grants  to  the  producer  solely  and  exclu- 
sively all  rights  of  every  kind  and  character  what- 
soever in  and  to  the  same,  or  any  of  them,  perpet- 
ually, including  as  well  the  perpetual  right  to  use 
the  name  of  the  artist  and  pictures  or  other  repro- 
ductions of  the  artist's  physical  likeness,  and 
recordations  and  reproductions  of  the  artist's  voice 
in  connection  with  the  advertising  and  exploitation 
thereof.  The  producer  shall  have  the  right  to 
^^ double"  or  ^^dub"  the  acts,  poses,  plays  and  ap- 
pearances of  the  artist  and,  as  well,  the  voice  of  the 
artist   and  all  instrumental,  musical  and/or  other 
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sound  effects  to  be  ijroduced  by  the  artist  to  such 
[141]  extent  as  may  be  desired  by  the  producer,  such 
doubling  or  dubbing  as  to  the  artist's  voice,  how- 
ever, to  be  only  in  such  foreign  language  and/or 
languages  as  may  be  designated  or  desired  by  the 
producer,  except  that  the  same  may  be  in  the  Eng- 
lish language  in  the  following  events: 

(a)  When  necessary  to  expeditiously  meet 
censorship  requirements ; 

(b)  In  connection  with  hazardous  acts 
which  might  result  in  physical  injury  to  the 
Artist ; 

(c)  In  connection  with  '4ong  shots"  and 
^'process  shots"; 

(d)  In  the  event  of  failure,  refusal  or  neg- 
lect on  the  part  of  the  artist  to  comply  with 
the  duties  and  obligations  which  Industries 
herein  agrees  will  be  performed  by  him,  or  when 
the  artist  is  not  available;  and 

(e)  When  the  artist  is  unable  to  meet  cer- 
tain special  requirements  of  a  role  which  re- 
quires particular  knowledge,  talent  or  ability 
other  than  that  possessed  by  the  artist. 

Industries  also  hereby  grants  to  the  producer  the 
sole  and  exclusive  right  to  make  use  of  and  distril)- 
ute  the  name  of  the  artist  and  pictures,  j)hotographs 
and  other  reproductions  of  the  artist's  ]ihysical 
likeness  and  recordations  and  reproductions  of  the 
artists 's  voice   for  advertisins;,   commercial    and  'or 
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publicity  purposes  in  connection  with  advertising, 
publicity  and/or  exploitation  in  which  the  title  of 
the  photoplay  in  ^Yhich  the  artist  renders  services 
hereunder  also  appears. 

6.  The  period  of  five  (5)  weeks  hereinafter  in 
paragraph  14  provided  for  will  hereinafter  for  con- 
venience be  referred  to  as  the  ^^ specified  period'-. 
For  the  purposes  of  this  agreement  the  photoplay 
^^Les  Miserables"  shall  be  deemed  to  be  ^'in  pro- 
duction" from  on  or  about  January  14,  1935,  until 
the  production  of  said  photoplay  is  completed;  it 
being  expressly  understood  that  the  prevention 
and/or  postponement  of  the  artist's  services  in  said 
photoplay  by  reason  of  the  happenmg  of  any  of  the 
contingencies  specified  in  paragraphs  6,  7,  or  8  here- 
of shall  have  the  same  effect  as  though  such  con- 
tingencies had  occurred  during  the  actual  rendition 
of  the  artist's  services  during  said  photoplay.  If 
while  said  j^hotoplay  is  in  production  the  artist  shall 
be  incapacitated  by  reason  of  mental  or  physical 
disability  or  otherwise  from  fully  performing  the 
terms  or  complying  with  each  and  all  of  the  obliga- 
tions which  Industries  agrees  will  be  performed  by 
him  hereunder  or  if  he  suffer  any  facial  or  physical 
disfigurement  materially  detracting  from  his  ap- 
pearance on  the  screen  or  interfering  with  his  abil- 
ity to  perform  properly  his  services  hereunder  or 
if  his  present  facial  or  physical  appearance  be  ma- 
terially altered  or  changed  or  if  he  suffer  any  im- 
pairment of  his  voice  materially  affecting  his  ability 
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to  perform  properly  hereunder  (such  disahilit}' 
and/or  incapacity  and/or  facial  and/or  physical  dis- 
figurement and/or  change  of  appearance  and/or  im- 
pairment of  voice  being  sometimes  hereinafter  [142] 
for  convenience  referred  to  as  ''illness"),  then  and 
in  either  or  any  of  said  events  the  obligations  of  the 
producer  under  this  agreement  shall  be  suspended 
during  the  period  of  such  illness,  and  the  period  of 
such  suspension  shall  not  be  included  in  computing 
the  ''specified  period".  During  the  period  of  such 
suspension  no  payments  whatsoever  shall  be  made 
to  Industries  by  the  producer.  In  the  event  of  the 
continuance  of  such  illness  for  a  period  or  aggregate 
of  periods  in  excess  of  six  (6)  days  while  said  photo- 
])lay  is  in  production,  the  producer  shall  have  the 
right,  at  its  option,  to  terminate  the  employment  of 
the  artist  hereunder.  In  the  event  of  such  termina- 
tion the  producer  may  nevertheless  complete  such 
])hotoplay  with  another  person  in  said  role,  and  the 
completion  of  such  photoplay  with  such  other  per- 
son shall  not  affect  the  producer's  right  of  termina- 
tion. It  is  agreed  that  if  either  Industries  or  the 
artist  allege  that  the  artist  is  incapacitated  by  ill- 
ness or  other  disability  or  incapacity  from  the  full 
and  faithful  performance  of  this  agreement  the 
producer  shall  have  the  right,  at  its  option,  to  have 
medical  examinations  of  the  artist  made  ]\v  such 
physician  or  physicians  as  the  producer  may  desig- 
nate. 
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7.  If,  while  said  photoplay  is  ^^in  production" 
(as  said  phrase  ''in  production"  is  hereinabove  de- 
fined,) the  production  activities  of  the  producer 
with  respect  to  said  photoplay  be  materially  ham- 
pered, interrupted  or  interfered  with  by  reason  of 
fire,  casualty,  strike,  labor  conditions,  lockouts,  un- 
avoidable accident,  war.  act  of  God,  or  by  the  enact- 
ment of  any  municipal,  state  or  federal  ordinance  or 
law,  or  by  the  issuance  of  any  executive  or  judicial 
order,  whether  municipal,  state  or  federal,  or  by 
any  other  legally  constituted  authority,  or  by  any 
other  cause  of  the  same  or  any  similar  kind  or  char- 
acter, or  if  for  any  reason  whatsoever  the  majority 
of  the  motion  picture  theatres  in  the  United  States 
shall  be  closed  for  a  week  or  any  period  in  excess 
of  a  week,  the  obligations  of  each  of  the  parties 
hereto  under  this  agreement,  at  the  option  of  the 
producer,  shall  be  suspended  likewise  during  the 
continuance  of  such  event  or  events,  and  the  period 
or  periods  of  the  continuance  of  such  event  or  events 
shall  not  be  included  in  computing  the  *^  specified 
period"  applicable  to  said  photoplay.  In  the  event 
of  the  continuance  of  such  e\en\  or  events  for  a 
period  or  aggregate  of  periods  in  excess  of  four  (4) 
weeks  while  said  photoplay  is  in  production,  then 
and  in  either  of  said  events  either  the  artist  and 
Industries  or  the  producer,  at  their  or  its  option, 
may  elect  to  terminate  the  artist's  employment  here- 
under ;  provided,  however,  that  should  the  artist  and 
Industries  desire  to  elect  to  terminate  the  artist's 
employmeut    hereunder    they    shall    serve    notice 
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of  such  desire  upon  the  ijroducer,  and  if  the  pro- 
ducer should  not  resume  the  payment  of  such  in- 
stallment or  installments,  if  any,  as  would  be  pay- 
able to  Industries  hereunder  in  the  absence  of  the 
happening  of  such  event  or  events,  commencing  as 
of  not  later  than  two  (2)  days  after  the  receipt  of 
su(*Ji  notice  from  the  artist  and  Industries,  then  and 
in  that  event  tlie  emx)loyment  of  the  artist  here- 
xmder  shall  be  terminated.  If  the  producer  should 
resume  the  payment  of  such  installments,  commenc- 
ing as  of  uo^-  later  than  two  (2)  days  after  the  re- 
ceipt of  such  notice,  then  and  in  that  event  the  em- 
ployment of  the  artist  hereunder  shall  not  be  termi- 
nated, but  shall  continue  in  full  force  and  effect.  In 
the  event  of  the  termination  of  the  employment  of 
the  artist  hereimder  pursuant  to  the  provisions 
either  of  this  pai'agraph  7  or  of  paragraph  6  hereof, 
the  producer  shall  be  released  from  the  obligation 
to  pay  any  install-  [143]  ment  or  installments  of 
compensation  to  Industries  accruing  hereunder 
after  the  date  of  such  termination. 

8.  It  is  distinctly  vmderstood  and  agreed  by  and 
between  the  parties  hereto  that  the  services  to  be 
rendered  by  the  artist  imder  the  terms  hereof,  and 
the  rights  and  privileges  granted  to  the  ])roducer  b}' 
Industries  under  the  terms  hereof,  aie  of  a  special, 
unique,  unusual,  extraordinary  and  intellectual 
charactpi-  which  gives  them  n  ])e(Miliar  value, 
the  loss  of  wliich  cannot  be  reasonably  or 
adequntely    compensated    in    damages    in     an     ac- 
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tion  at  la\Y,  and  that  a  breach  by  the  artist 
and/or  by  Industries  of  any  of  the  provisions  con- 
tained in  this  agreement  will  cause  the  producer  ir- 
reparable injury  and  damage.  Industries  hereby 
expressly  agrees  that  the  producer  shall  be  entitled 
to  injunctive  and  other  equitable  relief  to  prevent 
a  breach  of  this  agreement  by  the  artist  and/or  by 
Industries.  This  provision,  however,  shall  not  be 
construed  as  a  waiver  of  any  other  rights  that  the 
producer  may  have  in  the  premises,  for  damages  or 
otherwise.  Any  failure  on  the  part  of  Industries  to 
perform  and/or  comply  with  its  obligations  here- 
under or  any  failure,  refusal  or  neglect  on  the  part 
of  the  artist  to  perform  any  of  the  obligations 
'tod/or  agreements  which  Industries  agrees  will  be 
performed  by  the  artist  hereunder,  will  hereinafter 
for  convenience  be  referred  to  as  a  ''breach''.  No 
immtentional  act  on  the  part  of  the  artist  shall  con- 
"ttitute  a  breach  hereof  unless  the  artist  has  thereto- 
•fofce  committed  the  same  unintentional  act  and  has 
been  advised  that  the  same  is  gromids  for  a  ))reach. 
Inc.addition  to  all  other  rights  and  remedies  which 
•thei  producer  may  have,  the  producer,  at  its  option, 
iza^'the  event  of  any  breach,  shall  have  the  right  to 
reffiase  to  pay  Industries  any  compensation  durmg 
the-icontinuance  of  such  breach.  The  producer  shall 
iha^Oithe  further  right  at  any  time  during  the  con- 
.tiotoance  of  such  breach,  to  terminate  this  agree- 
ment/. [The  producer  shall  have  the  further  right,  at 
-its  option,  at  any  time  during  the  continuance  of 
such  breach,  to  complete  said  photoplay  wdth  an- 


vs,  Charles  LaiigTtton  229 

other  person  in  said  role.  If  because  of  any  breaeh 
the  emx)loyment  of  the  artist  sliall  have  been  tei'nii- 
nated  hereunder,  all  installments  of  compensation 
paid  by  the  producer  to  Industries  hereunder  prior 
to  such  termination  shall  be  rei)aid  by  Industries  to 
the  producer  on  demand.  Each  and  all  of  the  several 
rights,  remedies  and  options  of  the  producer  con- 
tained in  this  agreement  shall  be  construed  as  cumu- 
lative and  no  one  of  them  as  exclusive  of  the  others 
or  of  any  right  or  priority  allowed  by  law. 

9.  No  waiver  by  the  producer  of  any  breach  of 
any  covenant  or  provision  of  this  agreement  shall 
be  deemed  to  be  a  waiver  of  any  preceding  or  suc- 
ceeding breach  of  the  same  or  any  other  covenant 
or  provision. 

10.  All  notices  which  the  producer  is  required 
or  may  desire  to  give  the  artist  or  Industries  or  both 
may  be  given  by  addi'essing  the  same  eithei*  to  In- 
dustries or  the  artist,  or  both,  in  care  of  Frank 
Joyce-Myron  Selzniek,  Ltd.,  9460  Wilshire  l>lvd., 
Beverly  Hills,  California,  or  by  addressing  the  same 
to  such  other  address  as  may  be  designated  from 
time  to  time  in  writing  by  Industries  or  the  artist, 
and  in  either  case  by  depositing  the  same  so  ad- 
dressed, postage  ])repaid,  in  the  United  States  mail 
at  Los  Angeles,  California;  or  by  delivering  the 
same  so  addressed  to  any  telegraph  or  cable  com- 
pany, or,  [144]  at  its  option,  the  producer  may  deliver 
such  notice  as  it  is  required  or  may  desire  to  give 
the  artist  or  Industries  to  the  artist  personally  or 
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to  any  officer  of  Industries  either  in  writing,  or  un- 
less otherwise  specified  herein,  orally.  If  the  pro- 
ducer elect  to  mail  such  notice  or  to  send  the  same 
by  telegraph  or  cable  then  the  date  of  mailing 
thereof  or  the  date  of  delivery  to  the  telegraph  or 
cable  office,  whichever  method  may  be  selected  by 
the  producer,  shall  be  the  date  of  the  service  of  such 
notice.  Notice  given  either  to  the  artist  or  to  Indus- 
tries as  aforesaid  shall  for  all  purposes  be  and  be 
deemed  to  be  notice  to  both  the  artist  and  to  Indus- 
tries. 

11.  The  artist  shall  provide,  at  his  own  expense, 
such  modern  wardrobe  and  wearing  apparel  as  may 
be  necessary  for  the  role  to  be  portrayed  by  the 
artist  hereunder;  it  being  agreed,  however,  that 
should  so-called  character  or  period  costume  be  re- 
quired, the  producer  shall  supply  the  same.  The 
costumes,  apparel  and  other  articles  furnished  or 
paid  for  by  the  producer,  pursunut  to  the  terms  of 
this  agreement  or  otherwise,  shall  be  and  remain 
the  property  of  the  producer,  and  shall  be  returned 
promptly  to  it. 

12.  Should  the  artist  be  required  to  perform  any 
services  hereunder  in  any  place  other  than  the  city 
of  Los  Angeles,  California,  or  its  environs,  the  pro- 
ducer shall  pay  for  and/or  furnish  the  necessary 
and  reasonable  food,  lodging  and  transportation  (in- 
cluding diawiug  room,  when  available)  reasonably 
rrquired  for  the  artist  and  the  artist's  valet  on 
'•^Y'ount  of  tlio  reriditiou  of  such  services. 
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13.  On  condition  that  the  artist  and  Industries 
shall  fully  and  completely  keep,  perform  and  ub- 
serve  each  and  every  term,  covenant  and  condition 
of  this  agreement  on  their  parts  to  b(^  kept,  per- 
formed or  observed,  the  producer  agrees  that  on 
the  screen  and  in  advertising  and  paid  f)ublicity 
issued  by  the  producer  in  connection  with  said 
photoplay  the  name  of  the  artist  will  appear  ahead 
of  and  in  type  larger  than  the  name  of  any  other 
member  of  the  cast  except  Fredric  March,  it  being 
understood  that  the  producer  may  place  the  name 
of  Fredric  March  ahead  of  the  name  of  the  artist 
and  in  type  as  large  as  that  used  to  display  the  name 
of  the  artist.  Nothing  herein  contained  shall  be 
construed  so  as  to  prevent  so-called  ^'teaser"  and/or 
special  advertising,  publicity  and/or  exploitation 
relating  to  the  story  upon  which  said  photoplay  is 
based,  any  of  the  members  of  the  cast,  the  director, 
the  author,  or  similar  matters,  without  mentioning 
the  name  of  the  a^^tist,  or  so  as  to  prevent  so-called 
''trailer"  or  other  advertising  on  the  screen  without 
mentioning  the  name  of  the  artist,  and  no  casual  or 
inadvertent  failure  to  comply  with  the  provisions 
of  "this  paragraph  shall  constitute  a  breach  of  this 
agreement. 

14.  The  producer  agrees  to  pay  Industries  for 
all  rights  herein  granted  and/or  agreed  to  be  granted 
to  the  producer  and  for  the  full  and  com.plete  per- 
formance by  tlie  artist  of  each  and  all  of  the  obli- 
gations  and    agreements    which    Industries    agrees 
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will  be  performed  by  the  artist,  the  sum  of  sixty- 
five  thousand  dollars  ($65,000.00).    Said  compensa- 
tion shall  entitle  the  producer  to  the  exclusive  serv- 
ices of  the  artist  in  connection  ^Yith  said  photoplay 
for  a  period  of  five  [145]  (5)  weeks  from  and  after 
the  date  of  commencement  of  the  services  of  the  art- 
ist therein,  exclusive  of  the  period  or  periods  of  the 
continuance  of  any  of  the  contingencies  referred  to 
in  paragraphs  6,  7  and  8  hereof.    Said  period  of 
five   (5)   weeks  is  the  period  hereinabove  referred 
to   as  the   ^^ specified  period''.    Said   compensation 
shall  be  payable  in  installments  at  a  weekly  rate 
equivalent  to  thirteen  thousand  dollars  ($13,000.00) 
per  week;  the  first  installment  to  be  paid  on  Janu- 
ary 16,  1935.    Should  the  portrayal  of  the  artist's 
role  in  said  photoplay  be  completed  (including  his 
services  in  retakes,  added  scenes,  etc.)  prior  to  the 
payment  to  Industries  of  the  full  compensation  pay- 
able by  the  producer  for  the  entire  ^^  specified  pe- 
riod" the  entire  unpaid  balance  of  such  compensa- 
tion shall  be  payable  to  Industries  upon  the  com- 
pletion of  said  role.    Should  the  artist's  services  in 
the  portrayal  of  his  role  in  said  j^hotoplay  be  re- 
quired by  the  producer  after  the  ''specified  period'' 
applicable  to  said  ])hotoplay,  compensation  for  such 
time  thereaftei'  as  the  artist's  services  are  required 
by  and  actually  rendered  for  the  producer  shall  be 
payable  to  Industi-ies  in  respect  of  said  photoplay 
at  the  rate  of  thirteen  thousand  dollars  ($13,000.00) 
per  week.    If  after  tlie  ordinary  completion  of  the 
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artist's  role  in  said  photoplay  the  producer  should 
desire  the  additional  services  of  the  ailist  in  the 
making  of  retakes,  added  scenes  and/or  changes  in 
connection  with  said  photoplay,  Industries  agrees 
that  the  artist  will  render  such  services  for  the  pro- 
ducer at  such  time  or  times  as  the  producer  may  re- 
quire as  such  services  are  required  before  the  ex- 
piration of  said  ^^specified  period";  and  Industries 
further  agrees  that  the  artist  will  render  such  serv- 
ices at  such  time,  or  times,  as  the  y)roducer  may 
require  after  the  expiration  of  said  ^^  specified  pe- 
riod", unless  other  engagements  of  the  artist  shall 
prevent,  but  Industries  agrees  that  if  otherwise 
engaged.  Industries  and  the  artist  will  co-operate 
with  the  producer  to  the  fullest  extent  in  the  making 
of  such  retakes,  added  scenes  and/or  changes.  In- 
dustries further  agrees  that  after  the  ordinarily 
completion  of  the  artist's  role  in  said  j)hotoplay,  the 
artist  will  remain  in  and  about  the  vicinity  of  Los 
Angeles  for  a  reasonable  period  for  the  purpose  of 
rendering  such  services  as  may  be  required  by  the 
producer  in  the  making  of  retakes,  added  scenes 
and/or  changes.  Compensation  for  such  additional 
services  rendered  in  respect  of  said  photoplay  after 
the  expiration  of  the  ^^ specified  period"  shall  ))e 
payable  at  tlie  same  weekly  rate  as  herein  s])ecified, 
which  compensation,  however,  shall  be  ])ayable  only 
for  the  days  on  which  the  artist's  services  are  actu- 
ally required  by  and  rendered  for  the  ]:)roducer  in 
the  making  of  such  retakes,  added  scenes  and/or 
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changes,  provided,  however,  that  if  the  ordinaiy 
photographing  of  the  artist's  role  is  completed  prior 
to  the  expiration  of  said  specified  period,  the  pro- 
ducer shall  be  entitled  to  the  services  of  the  artist 
for  the  balance  of  said  specified  period  in  retakes, 
added  scenes,  changes,  etc.,  without  additional 
charge.  In  computing  all  weekly  compensation 
payable  to  Industries  hereimder  for  services 
rendered  by  the  artist  for  less  than  a  full  week 
the  weekly  rate  shall  be  prorated  and  for  this  pur- 
pose the  daily  rate  shall  be  one-sixth  of  the  weekly 
rate.  All  compensation  hereunder  shall  be  payable 
to  Industries,  and  the  producer  shall  not  be  obli- 
gated to  make  any  payments  of  any  kind  directly  to 
the  artist,  and  Industries  hereby  agrees  to  indem- 
nify and  hold  the  producer  harmless  of  and  from 
any  and  all  claims  of  the  artist  for  the  payment 
directly  to  the  artist  of  any  compensation  [146]  here- 
in provided  for.  Notwithstanding  anything  elsewhere 
herein  contained,  it  is  agreed  that  if  the  artist  dur- 
ing' the  term  liereof  renders  his  services  for  others 
in  connection  with  retakes,  added  scenes,  changes, 
etc.  in  any  photoplay  in  which  he  has  heretofore  ap- 
peared for  others  (which  the  artist  can  only  do  with 
the  written  consent  of  the  producer  first  had  and 
obtained)  then  and  in  that  event  the  specified  pe- 
riod hereinabove  referred  to  shall  be  extended  for 
the  number  of  days  during  which  the  artist  so  ren- 
ders his  services  for  others. 
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15.  The  term  hereof  shall  commence  on  or  about 
January  14,  1935,  and  shall  continue  thereafter  for 
such  time  as  the  producer  may  require  the  services 
of  the  artist  in  the  i)ortrayal  of  said  role. 

16.  Industries  hereby  guarantees  the  full  and 
faithful  performance  by  the  artist  of  each  and  all 
of  the  covenants  and  agreements  which  Industries 
under  the  terms  hereof  agrees  will  be  performed  by 
the  artist.  It  is  expressly  understood  that  Industries 
shall  not  have  the  right  to  transfer  or  assign  all  or 
any  of  its  rights  or  obligations  hereunder,  without 
the  written  consent  of  the  jjroducer  first  had  and 
obtained. 

17.  Industries  hereby  represents  and  warrants 
to  the  producer  that  neither  Industries  nor  the  art- 
ist is  imder  any  contractual  obligations  of  any  kind 
to  any  person,  firm  or  corporation  which  will  or 
might  prevent,  conflict  or  interfere  with  the  full  and 
complete  performance  by  Industries  of  each  and  all 
of  its  obligations  and  agreements  hereunder  and/or 
by  the  artist  of  any  of  the  obligations  and/or  agi  oe- 
ments  which  Industries  agrees  will  be  })erfornied  by 
the  artist  hereunder  or  wiiich  will  or  might  ])revent, 
conflict  or  interfere  with  the  exercise  and  enjoy- 
ment by  the  producer  to  the  fullest  extent  of  each 
and  all  of  the  rights  herein  granted  to  the  pT*oducer. 

In  Witness  Whereof,  the  parties  hereto  have  exe- 
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cuted  this  agreement  the  daj-  and  year  first  above 
written. 

TWENTIETH  CENTURY 

PICTURES,  INC. 
By  (signed)  WM.  GOETZ 
MOTION  PICTURE  AND 
THEATRICAL  INDUSTRIES, 
LIMITED 
By  (signed)  LOYD  WRIGHT 

[147] 

As  an  inducement  to  Twentieth  Century  Pic- 
tures, Inc.  (hereinafter  referred  to  as  ^'Twentieth'') 
to  execute  the  foregoing  agreement  between  Twen- 
tieth and  Motion  Picture  and  Theatrical  Industries, 
Limited  (hereinafter  referred  to  as  ^* Industries") 
and  as  a  material  part  of  the  consideration  moving 
Twentieth  to  enter  into  said  agreement,  the  under- 
signed hereby  consents  to  the  execution  of  said 
agreement  by  Industries  and  agrees  to  be  boimd 
thereby.  Specifically,  but  without  in  any  way  limit- 
ing the  generality  of  the  foregoing,  the  undersigned 
expressly  agrees  that  he  will  fully  and  faithfully 
keep  and  perform  each  and  all  of  the  services,  obli- 
gations and  agreements  which,  \mder  the  terms  of 
said  agreement,  Industries  agrees  and  guarantees 
will  be  kept  and  performed  by  the  imdersigned,  as 
fully  and  to  the  same  extent  as  though  said  agree- 
ment were  made  solely  between  Twentieth  and  the 
undersi2:ned  and  as  thous^h  the  compensation  pay- 
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able  by  Twentieth  under  said  agreement  were  to  be 
paid  directly  to  the  undersigned,  and  the  under- 
signed agrees  that  he  will  keep  and  perform  an\' 
and  all  agreements,  duties  and  obligations  assumed 
by  Industries  under  said  agreement  so  far  as  the 
full  performance  thereof  necessitates  that  the  un- 
dersigned do  or  refrain  from  doing  any  act  or 
thing.  The  undersigned  hereby  expressly  authorizes 
Twentieth  to  pay  all  compensation  accruing  under 
the  foregoing  agreement,  directly  to  Industries,  and 
hereby  releases  and  discharges  Twentieth  of  and 
from  any  and  all  claims  and  demands  of  every  kind 
which  the  undersigned  may  have  for  the  payment 
to  the  undersigned  of  any  compensation  accruing 
under  said  agreement  or  for  any  services  rendered 
by  the  undersigned  in  connection  with  the  photoplay 
referred  to  therein.  The  undersigned  further  here- 
by joins  in  and  reaffirms  as  his  ow^n  each  and  all  of 
the  representations  and  warranties  made  by  Indus- 
tries under  the  terms  of  the  foregoing  agreement, 
and  further  hereby  guarantees  to  Twentieth  the  full 
and  faithful  performance  by  Industries  of  each  and 
all  of  its  obligations  and  agreements  under  the  terms 
of  said  agreement. 

Dated :  December  21st,  1934. 

(signed)    CHARLES  LAUGHTON 

[Endorsed] :  IT.  S.  B.  T.  A.   Stipulation  of  Facts. 
Filed  at  hearing.  June  27,  1938.  [148] 
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29.  Less:    Interest   on    Obligations   of 


33  Normal  Tax  >A^[  u(  It« 
34.  Surtax  on  Item  2S  iS 
3.-.    T..lnl  tax  (Item  33  pluc 


lu  32 

•e  In.«tnie( 
llim  34 


** 


31.32 

1(. 

-.30,.34asl2 

•^ 

30,349.12 

Instrumentalities  of  U.  S. 
(Item  9). 


Dividends.     (Item  10  (a)).... 
EUtmed  Income  Credit.    (See 


Instruction  27) 
S2.  Balance  subject  to  normal  tax 


J    ! 


3r>.    !.•■!<.«    Inetime  tax  paid  at  wxirrt' 

37.   Halancf  of  Tax.     (item  3.%  niinu«  Itmi  3>i>. 


1,117.95 

2,876.35 
3,1^^731 
J^,,ajju.i7 
.<'  2,661.34 


t      - 


NOTE.— Oaly  residents  of  (  snsds  m  Mriico  akoald  fif^  f«  Uaa  IT. 
1 1  lilt  ruction  2t»  1 


'Ve 


i40Qyoo'     i.  lyjioo.oo ! 


5     '27,949.12 


AFFIDAVIT     (See  InMrurtion  32) 
I/we  swear  (or  affirm)  that  thia  return  (including  ilH  arr..in|>«nving  nchetluloi.  an 
taiowledge  and  beli«f  m  a  true,  wirrect,  and  complete  return,  made  in  phhI  faith,  for  the  taxable 
lations  issued  thereunder. 


at»nii-nt«.  if  any^  lian  »*<en  exaimi,.-.!  !■>  mtf'w,  and  to  the  l<st  of  mv  our 
"        ar  iitate«l.  pursuant  t-  Itu-  Kr»*nur  Art  of  1934  and  the  Reri!- 


Swom  to  and  subscribed  bpJtUir.l.O.§....LaU£lltOni 
^^WT^JTT^    of?.«.^.l!>i.f.?J 1 


19th 


•35 A^fCJH^(rV€tt' 

JBLIC  T** ■'^-  — -«\^»- 


day 


Prank  Jo.yce-Myr on  Selznlckj   Ltd, 


i^^B^  NOTARY   RUI 

In  and  for  the  Courty  ct  Los  fngales  Stite  ot  C^ito 

I/we  swm/  ro>^f«T^lUTT^*e^re,2ire.Wi«  return  for  the  jht^.i.  or  i.er*n.*  naincl  herein  and  that  the  return    includins  it*  ac<>>mpanvin«  schedules  and 
If  any)  >a  a  true,  eorreet.  and  omplete  .Utement  of  all  the  .nformatk>n  rwpectin,  the  incme  tax  l^hihly  of  th?  ,^r!^  ™?^?i!|lf  f*^,l!,m  ThU 


^S<v 


t  met  ion  32  > 


return  has  been  prepared  of  which  1/we  have  any  knowledge 

Sworn  to  and  aubM^^bed  before  me^thia     L9til  day  of  J^'iftb.rUfiPJ.. 


MOJAJJU 


- .1935      ^tl^J.Pjc« -Myron  Selanlck^Ltd. 

*- -..  -.  I  -I   ^l^rf^  n  ^  I  ii.  Ill*  >  aii'i  I  iitt  ^    ■  ^*       »  ^  ^^ — •    ^^  -^  • 

My  Commission  Lxpires  No»cmbe'  3. 1935  


a.-l 
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■CHBMnJI  A-mCOMB  'OK  L<>^s    }\^n^\ 


)KK1IN|(>N     (Nw  In-truetioa 


1.  T^ital  rvMtpte  rftMH  bwhMH  or  prufwaiua 

Ooar  or  Ooom  8ou» 

t.  Labor — - 

t.  MfticrUl  and  auppUM. ^ 

4.  MwvhMMlIn  boucht  for  m1«...^ ».. 

f.  Other  o<3«U  (itamiM  below  ur  un  wparsta  stwet ) 

6.  P1u«  inventory  at  befinnlng  of  year..- 

T.  Total  (linee  2  to  6) ^. 

t.  Lna  Inventory  at  end  of  year 

t.  N>rOoOTorOooDe8oLD(Line7mlnu«Llne8)...l<— 

Enter  "C"  or  "C  or  M"  on  Unea  ft  and  8  to  Indicate  wh«ther  In- 
wntoriea  ara  valued  at  coat,  or  eoat  or  market,  whichever  ia  lower. 


I  OraMi  BoMasM  DaotwrioMa 

1  to.  Salaritx  not  included  aa"LAbor"  In  Um  3.  riVi 

not  >l(Mluct  compeiuatiou  fur  jroor  Mrrlrcia)     t- 


t 


-JI. 


11.  latcrcat  im  buait 
13.  Taxea 


13.  tour.  Crxplain  In  table  at  fu<>t  of  pace) 

14.  Ba<l  <lrl>(a  ariaina  frum  aalra  ur  arrviflea  rF|jurted 
id  chanted  off 


itiO'iiie  anc 


18.   IXurv<-iaU 


ilrweiirc,      and      doplrtlon 


Explanation  of  deducUona 
elaunMl  on  Linra  ft  and  1ft  ■ 


(cxpljuti  ill  tabic  uruv  ided  at  fuot  of  |>acr) 
19.   Rent,    rtrpaira,    and    otKer    expeoaea    (itemlM 
below  ur  un  aeparat*)  ahoet) 

17.  Total  (linea  10  to  1«) 

1ft.  Total  DBOucrioMa  (line  9  pliw  line  17). 

1ft.  Net  Pworrr  (oa  Loaa)  (line  1  minua  lina  IB)  (Enteraa  Itgm  H^flt- 


t: 


SCHEDULE  B— INCOME  FBOM  RENTS  AND  ROYALTIES     (8ee  loatruction  7) 


I.  Coat  oa  Vali-b    I 

&  AaovMT  Kacanraa    a«  or  M&aca  1.  wu, 

WaantTta  OaiATaa  i 


4   IXrairiAnoa 

(KiptAtO  IQ  ubto 

at  loot  of  r«c*) 


f 


Bzptani 
claimed 


ation  of  deduetiona 
in  Column  ft 


SCHEDULE  C— CAPITAL  GAINS  AND  LOSSES     (Sea  Inatructlon  g) 


'  Held  1  year  or  leaK 

'  Held  over  1  year  but  not 
over  2  yeara: 


M..JM»y«r 


Held  over  2  yeara  but  not 
over  5  yeara: 


Held  over  6  yeara  but  not 
over  10  yeara: 


•  Held  over  10  ; 


s.  i)Ara 
Bold  ob 

BXCaAMOBI) 


A/..  A.f  Vmr 


4.  AMOwrr  Rbauuo 


1.  Coat  oa  Mabc«  1.    «.  Com  or  la- 

>9U,  Valib  a  Ao    I     raoTBacMTC 

OCIBBD  BBFOBB  BlMBUl  (XT  TO 

TMAT  DaTB.      (lodi-      i  ACOl  UUTMJH   OB 

OBU  b—U)  '•  MABCa  I.  I«U 


7  naraaoAnoa 
Aixowaa  (oa 

ALUOWABLX) 

SiacB  Arwiaa- 
noR  OB  Mabci 

I,  1913 


Total  Gaikb  and  Lomeb  (Enter  net  gain  or  loaa  aa  Item  8)  (Capital  loaaea  are  allowable  only  to  the  extent  of  $2,000  plua  capital  gain«)_. 


■L^aeaUBW 
•ataavanaaB- 


TT 


Coat  of  propwtr 


or  uchAncM  of  capital  mmU  attach  wpanu  iciMdula,  If  utommrf,  ior  t 
muM  b«  taund  In  Cotuma  t  if  a  hM  ii  dalniad  In  Cotuma  t. 


land  addnaolc 


,  claa  of  (tock. 


P.  l'»iu 
Imbj  t« 


SCHEDULE  D-INCOME  FBOM  DIVIDENDS     (.Sc-e  Iiu.tructiuii  10) 


Itemiae  all  dividenda  received  during  the  year,  atating  amounts  and  : 


I  and  addreoses  of  corporations  declaring  the  dividends: 


SCHEDULE  E— EXPLANATION  OP  DEDUCTIONS  CLAIMED  IN  ITEMS  1. 14.  1ft.  17.  AND  1ft 


Xzz: 


SCHEDULE  P— EXPLANATION  OF  RATABLE  PART  OP  DEDUCTIONS  NOT  ALLOCATED  TO  ANY  CLASS  OP  CROSS  INCOME    ( 

1.  Total  groea  income  from  all  Bourcea. 8 5.  Deductions  all«>cat4*«l  to  income  from  sourcca  within  U.f 

2.  Total  groea  income  from  sources  \»-ithin  U.  8 S 6.  Deductions  allocattnl  to  iiiM>u>c  from  sources  without  U. 

3.  Ratio  of  gross  inct)rae  from  sources  within  U.  S.  to  gross  I  -    .^    .     ^.  „  ,  .  .  ■ 

■income  from  all  sources  (Uno  2  divided  by  Line  1) I  7.  Deductions  not  allorat«xl  to  any  claM  of  mcomc  

8.  Amount  of  such  de<luctu>ns  which  may  l>e  allooatf.!  to 

4.  Total  deductions >  from  sources  within  V.  t<.  (Uite  7  niulUplwMJ  l»y  l^a>0. 

SCHEDULE  C— EXPLANATION  OF  ITEM  23     (See  Instructwn  23)  g 


Explain  fully  how  amount  entered  in  Item  23  was  determined: 


II- 

ft -  


SCHEDULE  H— INTEREST  ON  LIBERTY  BONDS  AND  OTHER  OBUGATIONS  OR  SBCUR1TIB8    (See  T 


()llU(lATIt>K4  OB  SBCtBITIES 


(a)   Ol>liKatioiis  of  a  State,  territory,  or  political  subdivision  thereof,  or  the  Dintrict  of  Coliinil>ia,  or   ^llif«^^   States 
l>oii8eMiions - _ i. 

(6)  Obligations  issued  under  Federal  Farm  Loan  Act,  or  under  such  Act  as  amended 

(e)  Liberty  S^i^c  Bonds  and  other  ol)ligation8  of  United  St«ti>8  iiwuc*!  on  or  Ixfore  SeptouiU'r  1,  1017  . 

(d)  Treasury  Notes,  Treasury  Hills,  and  Tn>ajiury  Certificates  of  Indcl>teilneas 


'        .-    «. 


yf)   Liberty  4%  and  4''«''o  Bond.i  and  Tressiirv  Bonds     ..._ --  -  ■ 

(/)  Obligations  of  instrumentalitios  of  the  Inite*!  States  (other  than  i>l)lisati«>ns  to  be  niH>rl«»l  ia  (fc)  above)  (enter  the 

amount  in  Column  3  as  Item  9)  .  ,        --■  ^ 

EXPLANATION  OP  DEDUCTION  TOR  DEPRECIATION  CLAIMED  IN  SCHEDULES  A    v 


1.  KiNi>  or  P«or«BTT 

(It  bulKlmr^  «ui«  iDAlcrii 

tt  wbirb  coiulrucMd) 


3.   fOSTUB  MaBTII  I.  1913. 

Vali'B  ir  Aroi  iaKi> 

Pbiub  to  Tbat  I'atk 

(toalirat*  t>au.o 


4    A!Wir«  FttlT 

PtrRKtiATKO  IK  l°sa 

AT  Cnd  or  Ykab 


S.   DtPB«n»T»«>!« 

AlXo«ll>  !■>»  \uo« 

AKLC)  IN    l'!U'>a  Yl4l 


<   Rrii*i<<m)  Cjirr 

OB  oraiB  Hams  vo 

*B  Knu«EBU> 


EXPLANATION  OP  DEDUCTION  FOR  LOSSES  BT   FIRE.  STORM.  ETC..  CLAIMED  IN  St  HL 

on 

E  A  AND   IN  ITKM   IS 

I.  Kuo>  or  PaoTBarr 

r  Da«  a(«c»»               1.  OCT               {.^2S5S 

«T                , 

''rMTHHS    LrOBB 

^ :• -   --1 

Zj.^.. 

1 

r  " 

:::::::::;:::::::::::::::i:;::::::::::l .--J 

,    .  .       ,.  

.-L_. 

-. J    ..:.-  .:n:. 

a 
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CHARLES  LAUGHTON         f 

I' 

KQK  RESIDENT  ALIEN  INCOME  TAX  RETURN 
i  For  the  Calendar  Year  1934 


^  and 


SUPPORTING   SCHEDULES 


GCOROE  A.  LOVCTT 

Ccfmnco  Public  Accountant 
Los  ANoei.E8 


Cu 
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CHARLES  LAUGHTON 

NQN  RESIDENT  ALIEN  INCOME  TAX  RETURN  FOR  THE 
CALENDAR  YEAR  1934 


EXPENSES  PAID 
ITEM  NO.  1   SCHEDULE  E* 


Automobile  Expenses: 


Depreciation  of  automobile  -  purchased 

June  15,  1934,  at  a  cost  of  |965.60  - 

6 J  months  @  25^  per  annum  -  $20.12  per 

month 

Chauffeur  -  Raymond  Weber  @  $26.00 

per  week 

Maintenance  -  gas,  oil,  repairs  and 

garage 

Insurance 


of  which  50%   allocated  to  busine 


130.78 

735.00 

399.11 
89.23 
1.554.12 


I   677.06 


Business  Manager: 

Herman  Rogers  @  $150.00  per  month 

Theatre  tickets  (business) 

Wardrobe: 

Amount  expended  -  $373.41,  of  which 
50^  allocated  to  business 

Publicity: 

Advertising  in  Hollywood  Reporter, 
■  fan  photos,  etc. 
I  Books  and  periodicals  (business) 

Telephone  and  telegraph 

Music 

Gratuities  to  stage  hands  upon  completion 
of  pictures 


195.65 
130.80 


$2.430.72 


a 
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STAT:l  of  CALIFORNIA    ) 

)  3S 
COUNTY  OF  LOS  .UJGELES  ) 


LOYD  V.TilGHT,  being  duly  sworn,  deposes  and  says  that: 
ilvtotion  Picture  and  Theatrical  Industries,  Ltd.  is  a  British 
corporation  organized  and  existing  under  and  by  virtue  of 
^the  laws  of  Great  Britian;  that  said  corporation,  in  the 
year  1934,  paid  Charles  Laughton,  pursuant  to  its  contract 
with  the  said  Charles  Laughton,  for  services  rendered  by  him 
in  the  United  States,  the  sun  of  532,811.66  less  the  sum  of 
|1,312.47,  which  amount  represents  four  per  cent  (4^)  of 
said  .ii;32,811*66;  that  said  sum  of  ^1,312.47  was  withheld  by 
said  corporation  from  the  salaries  paid  the  said  Charles 
Laughton  pursuant  to  the  Revenue  Act  of  1934;  that  the  said 
Charles  Laugliton  is  a  subject  of  Great  Britian; 

That  your  affiant  is  the  duly  authorized  agent  and 
representative  of  Motion  Picture  and  Theatrical  Industries, 
Ltd.  in  the  United  States  of  America; 


Further  3''our  affiant  saith  not. 


LdydV.Vright .  ' 


* 


\ 


Subscribed  and  sworn  to  before 

me  this  day  of  February, 

1935.       ~ 


Notary  Public  in  and  for 
said  County  and  State. 


'J^ 
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*-        .  .•:■ 

',1,.  -N       . 

I.  .   ">, 


■.*V- 


*^>.A 


•\  'V  ^-V- 


,i-^^ 
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\ 


,  S-*0(. 


?  y      For  Calendar  Year  1 935 


4,iL**^  X  J  >  ' 


-^ 


?/-^70- 


H'J- 


^■H'  '^t^. 


NONRESDENT  ALIEN  INCOME  TAX  RETURNif ""  /'^r* 


1.  If  jrou  filed  a  r«turn  for  th*  prior  VMU-,  ....        „      ,  S.  »Ut«  luune  of  huiib*nd  or  wi/e  tfaiepM^t*  return  wa.       5™  *••    *ork 

(o  whleh  OoU«oior'a  offlM  waaitMntr ^^ii  liac.  XorJc in*de  and  the  Collector'*  oAm  to  which  it  wu  Mt  i  ^:^l^iAnfih«fttaC 

S.  Of  what  country  w*  you  4.  How  manr  dependent  peraona  (other  ttian  hiuband  or  wife^  uu'ier  1  ^  \f^n  'd  imt  or 

•  dtlMD  or  Bubjoctr  Bng.1  ^n^ tneapable  of  jtif-cupport  received  their  chief  aupport  from  yoo  durinc  ywu  iAxatbjmrf  .     " 

A.  If  TOUT  etatua  with  reepect  to  queetion  4  changed 
aurlof  Um  year,  itata  date  and  ] 


I  year,  itata  date  and  nature  of  change . 

«.  State  the  amount  of  income  excluded  (Inatniction  80  (§)  and  (V)5  trom  groee  Income .8.90* S 

7.  Did  any  pereon  or  pereona  advise  you  in  reepect  of  any  oueet^  or  natter  affecting  any  item  or  acheduie  of  thia  return,  or  aaaiat  or  adrlea  you  in  the  pree*. 
ntioa  of  thia  return,  or  actually  prepare  thia  return  for  /onT         IdS  If  ao,  give  the  name  and  addreaa  of  cuch  peraoo  or  panooa  aod  atate  tba 

'An»w«  "rm"  or  "no'^ 
natur*  and  extent  of  the  aaaiatanoe  or  advice  received  by  you  and  the  itema  or  achedulea  in  reepect  of  which  the  aaaiatance  or  advice  was  feeefved;  if  tUa 
return  wm  actually  prepared  by  any  peraon  or  peraona  other  titan  youraelf,  atate  the  aource  of  the  information  reported  in  thia  retun  and  the  maaaw  ia 

which  it  waa  furaiahed  to  or  obtained  by  auch  peraon  or  peraona .'JlIX  \  d  ft7± t .  Att.a  nh  ad  - 


(Dwtvwl  la  taU  boa  mxurm  within  Uallwl  StatM.  aad  npmam.  iamm.  tad  o< 
Salartee,  Wagea,  Commiaaiona,  Feea,  etc.  (Staia  dmm  umJ  addrMi  of  MnpioTw) 

.JIatiQn.Jeio.tur*.icJ:imjLtxioal- 92Zjd9^09...  i...Z,}i\^JB 

InduAtrlwi^.Xtda. — 

Net  Profit  (or  Loaa)  from  Buaineaaor  Profcaaion.      (rran  Setodul*  A) ~ 

Intereaton  Notea,  Mortgagee,  etc.  (except  in tereet  on  corporation  bonda>. _ _ 

Intereat  on  Corporation  Bonda  Upon  Which  an  Income  Tax  of  2%  or  4%  was  Paid  at  Source 

laoomeKor  Loaa)  from  Partnerahipa,  Syndicatee,  Poola,  etc.     (8tat«M(itntal7iMaMM<)a<Miia>a4uiioaat)... 

Income  from  Fidudariea.     (suu  n(«ratal7  mbm  awl  Mtdrw  and  Hnauat) - 

Rente  and  Royaltiea.     (rrom  SchKiui*  B) 

Capital  Oain  (or  Loea).     (rnim  Sdaduli C) 

Intereat  on  obligationa  of  inatrumentalitica  of  the  United  Statee.     (rron  B«todal*  H,  Col.  i.  Um  (/)) 

Uvidenda  on  Rtock  of:    (o)    Domeatic  Corporations  aubjc^t  to  faration  under  Title  I  of  1©34  Act. 

(b)  Domeetie  Corporationa  not  aubjeot  to  taxation  tmder  Title  I  of  1934  Act „ 

Other  income.      (Mat*  aatort)       CVm  my^Ua  K^iaM,  U  n ry) _ 

Total- Incoms  in  iTSMa  1  to  11 _ - 

DEDUCTIONS  | 

Intereat  Paid.     (SmWa  ta  Bahadaia  X) »- 

Taxea  Paid.     (Xxi>Wb  la  Sdndol*  l)— _ 

Loaaea  by  Fire,  Storm,  etc.,  of  Property  in  United  Rtatea.     (KxpfaUa  la  taU*  at  faot  of  p^a  « _ 

Loaeea  in  Tranaactiona  Entered  into  for  Profit.     (ExpUin  in  SetMdaie  E) 

Bad  Debte  (including  bonda  determined  to  be  worthleaa  during  taxable  year).     (Cxplaia  la  BdMdula  K) — 

Contributiooa.     (Kipitn  in  ScMoto  K) X«OJBL.JUtfcfllaj..j:.a  Tnun1  ty.  .ChflAt 

%lkm  hihdm  kAmM  ky  laa  (iadaii^  rt«<k  4>teaia«j  U  U  wmiUm  imvt  tuiMf  jm).     (Eipiaio  on  opaiau  itawt) 

Batable  Part  of  Deductiona  Not  Definitely  Allocated  to  Any  Claaa  of  Groaa  Income.     (Sipiatn  la  Sctodala  F) 

ToTAi  or    iTKMa  13  to  20 _ _ 

NaT  iNCom  Dkritxo  in  Fcll  rROM  Soubceb  Within  United  Stateb  (Item  12  minun  Item  21) 

That  portion  of  Net  Inoonoefrom  Souroea  Partly  Within  and  ParUy  Without  U.  8.  Attributable  to 

Total  Nbt  Incomb  from  Hocacsa  Within  United  States  (Item  22  plua  Item  23). 


.20 


.003 


ho 


/ 


200 


QQ. 


00 


20     00?    liO 


.206    .00 


IsIMTTp 


.L-.19J^.!7^LUP 


COMPUTATION  OF  TAX 


26.  Net  income  (Item  24  above) 

2fi.  Leaa:   Peraoital  Exemption 

27.  Credit  for  Drpendenta  (Xi- 

plain  tai  SclMdul*  E) 

38k  Balance  (Surtax  net  income) 

99.  Leaa:  Intereat  on  Obligationn  of 

Inatrumentalitica  of  U.  8. 

(Item  9) 

50.  Dividenda.     (Item  10  (a)). 

51.  Earned      Income      Credit. 

(See  Inatniction  27) 

SI.  Balance  aubject  to  normal  tax. 


i_...5fl3..m 


l^UOO    PQ 


.l^.  ..'Zjli 


5^ 


i*Q 


J^I 


nstruction  28) 


^ 


712' 


56' 


J? 


3S.  Normal  Tax  (4%  of  Item  32) ...     . 

34.  Surtax  on  Item  2S.     (See  Inatruction  28)_. 

35.  Total  tax  (Item  33  plua  Item  34*  

.19  ^aar"QS]|^i-,:::g^".;^t^ii^J^^^  - 

""     "   ■  "~  (Item  SSminuTTteni  .16  .--.-^c  A-A^y^*-y73^^Pl 


L_..l 


970- 


39 

•7^ 


17 


Uoo 


S7.   Balance  of  Tax. 


I  NOTE.— Oaly  reaMeaU  tt  C  aaada  er  Mexica  ahaaM  U  !■  || 

Inatrucliou  26.) 


XT.     (.<W^ 


001 


"OS 


Balance  of  tax 
Collactor  of 


paid   on  Auitust   3,   I935   to  the 
Internal   Rev-nue-  6th  California 


AFFIDAVIT     (Sc<»  Iifstmction  32) 

(or  affirm)  that  thia  rrt^tv' (including  its  accompanying  schetlulcs  ami  RLatcmcntu,  if  an 


kitowledge  and  belief  ia  a  true,  correci^ura  complete  return,  made  in  good  faith,  for  the  taxable  vear  •tatrdA>unii 

lationa  iaaued  thereunder.  A,  J     ^     i         '  / ' 

.bacrifed^v      /^--,  ^^/t-^   ^ 


examined  bv  me'ua,  and  to  the  bea 
the  Revenue  Art  of  1W4  an.i 


Sworn  to 


before 


l^;_:jr4yj£JJi|  C^ 


A  tETOW  HAM  IT  AN  MZNT  MOST  K  kCCOmkSaSt  IT  POWQ  OF  inOUtn  (Sathfe.S) 


Soo  Instniction  :i'2) 
(or  alBrm)  that  I/we  prepared  thia  return  for  the  peraon  or  jh  rsons  n.'une*!  herein  and  that  the  return  (including  it.1  acoomna. 
atatementa,  if  any)  ia  a  true,  correct,  and  complete  utaUMii.nt  of  all  the  iivformation  reapecting  the  inct^aie  t  


been  prepared  of  which  I  we  have  any  knowle^lgc. 
Sworn  to  and  aubecribed  before  me  thia dav  of ,  I»S     . 


v>(  the  peraon  or  pi  i 


:.(i  srbedulea  and 
na  for  wlioai  thia 


....AffidMlt  a.tta.ch.ed. 


„^ 
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SCHEDULE  A— PBOHT  (OE  LOM)  fllOM  b(jbINEM  OB  PROfCMION     (rt.*  Ir 


Total  rM»lpto  from  twidnwi  or  pcola 
Oo«r  or  CtooM  Solo 


S.   MfttarUl  *nd  suppUM 

4.   MwehAodlM  bought  for  aalo 

ft.  OttMT  «o«ta  (itomiM  ImIow  or  on  aeparAto  ■hiH) 
9.  PIiM  InveDtory  at  tMclnnlng  of  year 

7.  Total  (Udm  3  to  6) 

8.  Leaa  inventory  at  and  of  year 

9.  Nbt  Coar  or  Ooooa  Sold  (Lina  7  minua  Line  8) 


Ormu  Beat VI 


DEDffTIOXa 


10.  8al*riMinotinrlij<l<(li 

not  deduct  eoiiJ|ienaatiofi  f</r  /our  arrrier*'  ..* 


11.  Inlrreat  on  l^uaincM 

12.  Taxea  on  bu«ineM  and 


Enter  "C"  or  "C  or  M  "  on  Line*  0  and  8  to  indicate  whether  in- 
ventoriaa  ara  Yaluad  at  coat,  or  coat  or  market,  whichever  ia  lower. 


la.  LoMea  (explain  in  Ubie  at  ftxH  of  ^<a«r) 

1 4.  ba<l  debta  ari«irig  froin  mI^h  or  »L-r\u-r»  rrpurtr-l ; 

aa  it.rome  ai«f  rtiargird  off.. 
1.^.   Dtiircriaiion,     <>>»aoUii<*nw,     affl     drpUtioi. 

J               (explain  in  tal>l«'  provided  at  foot  of  ^jmiie< 
14.  Rent,    n-paira,    ami    otiirr   espraara    (lU-mixv 
balow  or  on  ai-{<arate  ahect) _„. 

17.  Total  (Linea  10  to  16) 

15.  Total  DBDCt-noxa  (Line  9  plua  Lina  17) 

19.  Nt  PaortT  (oa  I»aa)_(Line  I  wtlnua  Line  18)  (EoUr  a*  lu-rr* 


t 


Explanation  of  daductiona 
daimad  on  tinaa  6  and  19 


SCHEDULE  fr-INCOME  FROM  BENTS  AND  ROYALTIES     (flea 


1  AMOOTT  BaCCITtb 


(■<»T  oa  Vau  I 
or  Miaca  1,  ran. 
iicaBvaa  (iasATca 


<    luraarunoa 
KipUto  m  UU* 


.„•. 


..»._ 


4 


Expiaaation  of  deduetk 
elaimad  In  Column  6 


daductiona 


ICHBDULB  C-CAPITAL  GAINS  AND  LOSSES  (FROM  SALES  OB  EICHANGES  ONLT) 

(.Srr  IrurtPirtK 

«8) 

aatr  amb  raaioe  Uaut 

1  Dati 

t.  Datb 
•otDoa 

XsaiAaoBB 

4.  Oaoaa  SALaa  Fbkb 

(Cootraat  prtot) 

t.  Coat  oa  MABca  1, 

1911.  \u.vt  a 

Aoat-iBBO  Baroaa 

taATDlTB.    (iDdkau 

6   Coat  oa 
iMraoTCHavra 

8t  B»»Qt  EKT   to 

ArQciMTlOB  oa 
If  Aaca  1.  ItU 

7.  DKraaoATioB 
AixowBD  (oa 

ALUJWtBLAI 

8i«cc  Aoocaa. 
Tioa  OB  Mam 

(roniaTMaili) 

t.  Ua«>  oa 

Lbaa 

csBTt'^a 

oa  I»« 
toaa 
T4asB 

vaoAc- 

•v^So^isi^- 

a.  Oala*      1      k.  Laafc 

•(a)  Oaa  raar  «r  Im: 

U:  Dmt  Ytm 

v.  Oav  Ym, 

1                .... 

1 

1 



,. 

• 
• 

♦... 

•l        —    '        * 

•*>^i,ssr-^ 

0««rB7aan: 

•W  Orm  •  yaan  bat  aat 
•rarlOTaan: 

- 

*(«)  OwMyaafK 





(/)  TotAL  Oadh  Ain>  Loaaaa  (Enur  net  aoMMint  «  Item  K1  (rtpttal  Iom*  an  anovabi*  only  to  thf  ntral  of  (UM  pto  eapMai  ■>!») 

• 

• 

SCHEDULE  D— INCOME  FROM  DITIDENDS     (fVe  Inatruction  10) 


Itemixc  all  dividend*  received  during  the  year,  stating  amounts  and  namea  and  addresarn  of  corporations  derlaring  the  di%idend^: 


SCHEDULE  E-EXPLANATION  OF  DEDUCTIONS  CLAIMED  IN  ITEMS  1. 

IS.  14. 

18.  17.  AND  18  AND  CRBNT  CLAIMED  IN  ITEM  V 

SCHEDULE  F— EIFLANATION  OF  EATABLE  PART  OF  DEDUCTIONS  NOT  ALLOCATED  TO  ANY  CLASS  OF  GROSS  INCOME     (Sea  iMtrartion  TO\ 


1.  Total  groaa  income  from  all  aourcea 

8.  Total  groaa  income  from  aouroea  within  U.  8 , 

8.  Ratio  of  aroaa  income  from  aourcea  within   \\  8.  to  gi 
I  from  all  aourcea  (Une  2  divided  by  Lhie  1) 


4.  Total  daduetkHML. 


5.  E>eductionfl  allocated  to  income  from  aourcea  within  U.  8 8.. 

6.  Deductiona  allocated  to  income  from  sourrea  without  C.  8 —  8.. 

7.  Deductiona  not  allocatiM  to  any  class  of  income.. 8 

&   Amount  of  auch  deductions  which  may  hr  alUtcatrtl  I 

from  aourroa  within  f.  S.  (Line  7  multiplied  hv  I  ine  3) 


SCHEDULE  G— EXPLANATION  OF  ITEM  2S     (.See  Imrtniction  23) 


Elxplain  ftilly  how  amount  entered  in  Item  23  waa  determined: 


SCHEDULE  H— INTEREST  ON  LIBERTY  BONDS  AND  OTHER  OBUGATIONS  OB  SECUBITIES     (See  Inrtn 


1.   OaUOATIOiCi  OB 


(a)  Obligationa  of  a  8tote,  territory,  or  political  aubdiviaion   thereof,  or  the   Diatrict  of  Columbia,  or  I'nited  Statca 


(See  lw.rtnie<jpl  t) 


(6)  Obligationa  issued  under  Federal  Farm  Loan  .\ct,  or  under  auch  Act  as  amended 

(c)    Liberty  SH%  Bondi  and  other  obligations  of  I'nited  States  inoued  on  or  before  SeptemlxT  I.  1«»17_ 

(</)   Treaaury  Notes,  Treaaur>'  Billa,  and  Treasury  Certific«tc«  of  IndebtodneaB..._ _ 

(e)    LibeHy  4%  and  KM%  Bonds,  U.  8.  Savings  Bonds,  and  Treasury  Bonds. 


m 


(S)    Obligations  of  instrumentalities  of  the  I'nited  States  (other  than  obligationa  to  be  reported  in  (6)  abo^-r)  (enter  the 
amount  in  Column  3  aa  Item  9> _ 

EXPLANATION  OF  DEDUCTION  FOB  DEPBEaATION  CLAIMED  IN  SCHEDti^K 


S.  Corr  OB  Mabcb  1.  I«ll. 
ViLea  ir  AcQi-nian 
Pbiob  ro  T«»T  Date 


4.  Aaami  FtxiT 

DBrBBCUTBD  V*    X'tM. 

4T  End  or  Ybab 


S.  DirBaruTfoi 
Aixnvtp  toB  .Mi.>»- 
ABi.aj  ut  PBJoa  Ybabs 


«    R(ii*ixr«o  ro»T 
o«  <>rBB«  Rwn  TO 


MA  AND  B  T 

It  L:VBl-an>''>    r.'tiBia^ 


ocraaru- 


_ $. 


T" 


BXPLANATION  OF  DEDUCTION  FOB  LOSSES  BY  HRE.  STORM.  ETC  CLAIMED  IN  SCHEDULE  A  AND  IN  ITEM  15 

.OA^Aaa^. 

«.Caa» 

USSSS 

».  I>BT«anAT«o<> 

SALTBca  Vawi                "■■  "" 

• — 

8  ...  ,, 

,_          1 

1     .           ! 

— 

' — 1 .„ 1...        .     — 

/    -' 
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STATE  OF  CALIFORNIA    ) 

)   SS 
COUNTY  OF  LOS  ANGELES   ) 

I,  Alwin  Johnson,  acting  on  behalf  of  Myron  Selznick  o-   Company,  Inc., 
9[p60  Wilshire  Boulevard,  Beverly  Hills,  California,  as  advisor  for  Charles 
Laughton,  affirm  that,  pursuant  to  instructions  received  from  him,  I  pre- 
pared the  attached  return  covering  the  calendar  year  1955  shcnring  net  in- 
come of  $19,797,140  and  tax  liability  of  $1,870.39  on  the  basis  of  infor- 
mation furnished  by  V/illiam  Laird,  539  North  Beverly  Drive,  Beverly  ::il]s, 
California,  business  manager  for  Mr.  Lau^ton, vr]  thout  independent  veri- 
fication by  me;  that  the  information  set  out  in  the  return  and  accompanying 
schedule  correctly  and  fairly  reflects  the  information  furnished  tc  cr 
discovered  by  me  during  the  course  of  the  preparation  of  tho  return,  and 
that  the  said  information  is  true  tc  the  best  of  my  information  and  belief. 


Subscribed  and  sworn  to 
before  me  this 


day  of  ^  /  c    ^'<   V .  w.      ,  1936 


/^ 
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CHARLES   ULUGHTON 


1935  NONRESIDENT  ALIEN  INCOME  TAX  RETURN 

BUSINESS  EXPENSES 

Business  Manager 

$350.00 

Advertising  and  publicity 

U81.90 

Telephone  and  telegraph 

29h.%r 

Manuscript  expense 

37.27 

Wardrobe                     i  of      t^^dfi 
Automobile  expense             i  of    ♦l.557,98 

399.59 

778.99 

Office  expense 

75.20 

$2,)4l5.^9 

/3 
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BE  IT  KNOWN: 

THAT  I,  CHARLES  LAUGHTOiN,  temnorjiri Ly  re?lUnp  In  thp  City 
of  Los  Angples,  Co^jnty  of  Lo?  Angelc?,  ^'tMte  of  Cnllfornla,  -i.-^v^ 
maae,  constituted  find  anrolr^ted,  vnn    by  th9?f'    -rprent?  do  m.-^kr, 
constitute  and  annoint  LOYF  WPIGFtT,  of  Lo:'  AngPiPF,  Californif-, 
my  true  nnu  lawful  attorney  for  me  hn''    In  rny  nri:ip   f^ri'i  on  ir.y  beholf, 
to  act,  (iennnd,  recover  and  receive  hil    s  jns  of  money,  oebt?.  iup?, 
accounts,  legacies:,  bequests; ,  InterePt,  dlviaena?.  annuities  nn. 
aemanas  whatsoever,  as  are  now  or  rhr^II  hf're^fter  brcone  cue,  ov;lng, 
payable  or  belonging  to  me,  anc^  nave,  ure  ani  t;i>:r  all  lawful  rnys 
and  means  in  my  name  or  otherwise  for  thp  recovery  thereof,  by  at- 
tachments, arrerts,  distrfsf^  or  otherwise,  and  to  com'^romise  '^nd 
agree  for  the  samr,  and  acquittances  ana  other  ruffici^nt  discha^^es 
for  the  same,  for  me  anu  In  rny  nnr-'p,  to  make  sp'-I    and  up  Liver:  to 
bargain,  contract,  a^ree  for,  nurchc:se,  recelvr  an^-  t"ike  lr:nds, 
tenements.  Hereditaments  ana  accept  thr  seizing  and  -ossessi  ^n  of 
all  lands  ana  all  deedr  and  other  assurances  in  the  iaw  t'lPrr^for, 
and  to  let,  lease,  oenise,  bargain,  '^el  1  ,  remise,  release,  convpy, 
mortgage  an'.i  hypothecate  lands,  tonenentr.  an  ^  r.prpdi  taments  .unon  ruch 
terms  and  conditions,  an  i  under  sucn  covenants  c-s  ne   shal.  ?rr    fit. 

Also,  to  bargain  and  agree  for,  buy,  re  L  I,  rr^ortgagp ,  hypothe- 
cate and  in  any  and  every  way  anj  manner  deal  in  am  with  goo^s, 
wares  and  merchanuise,  choses-ln-aot  Ion  ana  other*  ^ro'^erty  in 
possession  or  in  action,  anci  to  makr,  do  anu  transact  ail  an-?  evrry 
kind  of  business  of  what  nature  cr  kind  soevr^-,  an^^.  aiso  f.-^r  "f    r.nd 
in  my  n.ime,  and  as  ny  act  ana  aeea,  to  sign,  seal,  execute,  ir  '  vrr 
and  acknowledge  such  deeas,  Lr.^ses  an::  ass  1  t-^nr.p^ts  of  iearrs, 
covenants,  Inaenturer,  agr^e-nents,  m^rtgatre-,  -  y ->o*"heca  t  ions  . 
of  Lading,  bills,  bonas,  notes,  recei-ns,  evidences  of  debts,  re- 
leases ana  satisfaction  of  .r.ortgages,  judgments  -'-n  •  r*-hr^^    iebts. 


/S 


19 


and  such  other  instruments  in  writing  of  whatsoever  kirid  -ind  nat- 
ure, as  may  bp  necessary  or  nrooer  in  the  prr.-Tiises,  s'^ecifically 
granting,  authorizing  ana  empowering  ana  airectlng  the  21  11  Loyd 
Wright  to  sign  any  and  ail  checks  in  my  name,  for  me  ?inJ  in  my  be- 
half, and  any  ben'^  or  trust  company  is  hereby  authorized,  Urected 
and  instructed  to  cash  said  checks  in  the  samo  manner  as  if  I  my- 
self had  executea  the  sane.   I  lieroby  confirm,  ratify  and  approve 
anything  that  the  saia  Loyd  V/right  may  do  In  snid  resnect,  and  I 
warrant  that  the  signature  of  said  Loya  V/ri^ht  onnosite  my  signa- 
ture to  this  document,  is  his  true  and  lawful  signature,  having 
been  signea  in  ir.y  presence. 

Giving  and  granting  unto  my  said  attorney,  fuli  ^ower  and  au- 
thority to  do  and  nerform  all  and  every  act  and  thinp  wha^^oever 
requisite  and  necessary  to  be  done  in  an;'  about  the  '^remises,  as 
fully  to  all  intents  ana  nurnoses  as  I  might  or  could  do  if  per- 
sonally nresent,  with  full  r^ower  of  substitution  and  revocation, 
hereby  ratifying  and  confirming  all  that  my  said  attorney,  or  rls 
substitute  or  substitutes,  shall  lawfully  uo  or  cftus«=»  to  bo  done 
by  virtue  of  these  nresents. 

This  r>ower  of  attorney  shall  enciurp  for  six  months  aftnr  aate 

hereof. 

WITNESS,  my  hanri  and  seal  at  Los  Angeles,  California,  this 

19th  aoy  of  February,  1335. 

Cnarles  La ugh ton  

Loyd  Wright Charles  Lauchton 

Loyd  Wright 

STATE   OF   CALIFORNIA   ) 
COUNTY  OF  LOS  ANGELES  )^^' 

On  this  I9th  aay  of  February,  19of>,  before  me,  ANITA  JnHRFTT, 
a  Notary  Public  in  an^  for  saia  County  anci  Str^te,  r^ersonal  ;•  appeared 
CHARLES  LAUGHTON,  known  to  me  to  be  the  '^erson  wr.ose  nam*:^  i' ,  subscribed 
to  the  within  instrument,  and  acknowledged  to  me  tha*:  he  executed  the 
same. 

IN  WITNESS  WHERKOF,  I  have  nereunto  set  my  hand  and  affixed  my 
official  seal  the  day  and  year  in  this  certificate  first  abov--  writ- 
ten. 

Anita  Garrett  


Nota^-y  Public  in  «-n   for  the  C  runty 
of  Los  Angeles,  State  of  California. 
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Bh  IT  rCNOV^N: 

THAT  i,  CdKti'uLL   LAUuiiTOri,  tempororlLy  rebicia,:  in  the  City 
of  Los  Aa^eies,  County  of   Los  An^eln::,    ♦^tate  of  ^aliiirnih ,     .ive 
made,  const itutea  ana  ap.;ointeci,  unG   by  tiiese  .jresentf:  go  n;.  :e, 
constitute  and  appoint  LO'iu  'AhlahT,  of  Lo-  An;;elec,  -aLlfor/.i, 
my  true  ana  lawful  attorney  for  me  a  no  in  tiy  name  iina   on   ny  behalf, 
to  act,  demand,  recovnr  and  receive  all  su'is  of  money,  'jebtr,  ^jues, 
accounts,  legacies,  bequests,  interest,  dividenac,  annuities  :^r\a 
demands  whatsoever,  as  are  nov  or  snail  nereafter  becor.e  oje,  ov  i'^.g^ 
payable  or  belonging  to  me,  and  .i&ve,  use  ana  ta.ce  all  l?.v.ful  ^;uys 
and  means  in  my  name  or  otherwise  for  tne  r-.  gov f-r.-  there-^f,  ty   at- 
tacliraents,  arrests,  aistress  or  otnerwise,  ano  to  coi.ror.lso  -.na 
agree  for  the  same,  ana  ac  juitt^inces  ana  o'rier  surTicierit  cir'^narges 
for  the  same,  for  me  ana  in  my  name,  to  marie,  sei^l   am  d*:^!!',''  r;  to 
bargain,  contract,  agree  for,  ^lurchase,  receive  anc  ta.:e  la.:':  , 
tenements,  hereditaments  and  accept  tfie  seiziiv  and  ..'Osse^sLon  Df 
all  lanas  and  all  deeas  anc  other  assurances  in  the  lav;  tnerci'or, 
and  to  let,  lease,  demise,  car^ai:!,  sell,  remise,  release,  o-.vey, 
mortgage  and  hypotnecate  lanas,  tenements  aici  hereaita'nents,  imon 
such  terms  and  conditions,  a>ia  unaer  such  covenants  as  .ie  sncll  see 
fit. 

Also,  to  bargain  ana  agree  for,  buj- ,  sell,  mortgage,  hypothe- 
cate and  in  any  aia  every  way  ana  manner  ceal  in  and  with  t:o3'  s, 
wares  ana  merc'nandise,  choses-in-action  ana  ot.ier  pro  'erty  in 
possession  or  in  action,  a^ic  to  ma.-ce,  ao  anc  traniact  :;ll  an-!  every 
Kind  of  business  of  what  nature  or  .<ina  soever,  ana  also  for  :ie  ana 
in  my  name,  and  as  my  act  ana  aeea,  to  sir:n,  c^eal,  execute,  ct=  liver 
and  acknowledge  such  aeeas.  Leases  anc  assignmt.  it.-  of  lease  . 
covenants,  inaentures,  agree:nents,  nortgages,  hy  »othecnti^-..  ,  .Ills 
of  laa  i  ng ,  bil^s,  bondi, ,  notes,  receipts,  eviaences  of  aei*:  ,  re- 
leases ana  satisfaction  of  mortgages,  Juag  nents  ana  ot.her  c-  rt  , 
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atiu  SMCh  other  ln::tiM:neritE  In  wriiLri;  oi  v.^.atsoevr-r  r^l'ia  ^  .. 
nature,  as  .'nay  be  necessary  or  .TOper  in  t:ie  premises,  s.ecllc- 
ally  granting,  autiorizlng  and  empowering  and  airectlng  t/ir-  said 
Loyd  Wrignt  to  sign  any  anc  all  checks  in  m>  name,  for  ii^-  anr:  In 
my  behalf,  ana  any  banrc  or  trust  company  is  nereby  authorl:ior; , 
dlrectea  ana  instructed  to  cash  saia  chec.is  in  the  same  manner 
as  if  I  myself  had  executed  the  saT.e.    ^   nereby  confir'n,  ratify 
and  approve  anytalng  that  the  saic  Loya  V.rignt  may  oo  in  saia 
respect,  and  I  warrant  tnat  the  signature  of  saia  Loya  V. right 
opposite  my  signature  to  this  aocument,  is  his  true  anc  Lawful 
signature,  having  been  signed  in  my  presence. 

Giving  and  granting  unto  my  saia  attorney,  full  power  anc 
authority  to  do  and  perform  all  and  every  act  and  tiling  whatsoever 
requisite  and  necessary  to  be  aone  in  ana  about  the  premises,  as 
fully  to  all  intents  and  purposes  as  I  mignt  or  could  do  if  )er- 
sonally  present,  with  full  power  of  substitution  ana  revocation, 
hereby  ratifying  and  conflrmlnf;  all  that  my  saia  attorney,  or  nis 
substitute  or  substitutes,  shall  lawfully  go  or  cause  to  be  cone 
by  virtue  of  these  presents* 

This  power  of  attorney  shall  enoure  for  six  months  after  date 
hereof. 

WITiMLbb,  my  nand  ana  seal  at  Los  Angeles,  California,  t;.ls 
19th  day  of  February,  i.9;!5. 

^oyq  ^Vright Lnarles  La-Ox: nt on . 

Loya  Wright  Charles  La^vnto'-i. 

bTATb  Or  CAbXrOnNIii   ;  ss. 
COUWTY  Or  LOS  ANGii.LLL) 

On  this  19th  aay  of  February,  19L^b,  before  me,  kiHIa   G  .-.  rj\jL'f  T  , 
a  Notary  Public  in  and  for  raid  County  anc  Lt&te,  personally  appear 
ed  CHAhLhb  LAUGriTON ,  icnown  to  ne  to  be  tiie  person  whose  name  is  sub- 
scribed to  the  within  Instrument,  and  aci-cnov.  Led.--ed  to  me  th:it  he 
executea  the  same. 

IN  Vrflll^Ltb  V.iihnEOi- ,  i  nave  hereunto  ifet  m..  :»anc  tnc  afr'Lxed  my 
official  seal  the  day  and  year  in  this  certlfic?ite  first  ab-)ve 
written. 


■nnita  Garrett 


Notary  Public  In  ana  for  the  County 
of  Los  Angeles,  ctate  of  Jalif. 


2^2 


LOYD   WRIOMT 
CHARLES    E    MILLIKAN 
RICHARD    M    OOLDWATER 
MERSCHEL   B    GREEN 
S.  EARL  WRIGHT 


LAW  OFFICES  OF 

LOYD  WRIGHT 

SUITE   II26-II30   BOARD  OF  TRADE   BUILDING 

Ml    WEST  SEVENTH    STREET 

LOS  ANOELES.CAL. 

TRINITY  330I 


February  ^7th,  1956 


Collector  of  Internal  Revenue, 

939  South  Broadway, 

Los  Angeles,  California. 


Dear  Sir:- 


Enclosed  you  will  find  Form  1040  B,  Non-Resicent  i-.lien 
Income  Tax  Return  for  the  year  193f^,  for  Charles  Lauphton, 
executed  by  Loya  Wright,  attorney-in-fact,  showing  a  tax 
on  1955  income  in  amount  of  $975.61,  which  was  paid  to  the 
Collector  of  Internal  Revenue  on  August  5,  1955.     To 
the  form  I  am  attaching  a  copy  of  the  Power  cT   Attorney 
running  from  Mr.  Laughton  to  Loyd  Wright. 


Lv^/aG 

Encs- 


Respectfully  yours. 


/Jr- 


irro 


TVIS  F.ORM  TO  IE  USED  ONLY  FOR  TAXAILE  YEARS  ■EOINHING  AFTER  DECEMRElt  U,  UU 

'  INDIVIDUAL  INCOME  TAX  RETURN   D..»»wnfeind.i.i^ 


FOIIM  IftA  MUST  IE  FILCP.WITH  THIS  RETURN  r>o  Not 

NONRESIDENT  ALIEN  INCOME  TAX  RETURN  i 

For  Calendar  Year  ^a&i  um'    ^ 


Write  in  TWm  S»m« 


NttUl«Tlwi**li*IWfif** 


•nd  cmlMi  Jul/  £1^936 


niiin-  NAME  AND  ADOMM  PLAINLY  BCLOW 


^APT.gfl    I^TUttf^CM 


B«x«rlj  JiXU r^nfo^i* a*BU^ 

Jlp.U.qn  plX[^W?». *rUrt.... $ 


C.A    ClMft   ll.«^C»t^WM. 


1.  ir  you  fllMla  return  for  tlie  prior  ymr,       „         •   _._  3.  HUU  name  of  liii«f«r.d  or  wife  i/««n*'»t«  Prturr.  »•« 

iowhiehCollector'tofficewMitMntt  ...JltW..XQXX iii«<)c  mnd  Iti*- O.llrcti.r'rurirM*  t<.  whwh  it  wm  iN-nt 

2.  Of  what  country  are  you  .  4.   How  m*ny  d^'pendent  r>erwin«  (oUier  th*ri  hii»»»«nd  or  wife,  undff  Is  >.«r.  ./  •«< 

»  cltUen   or   ■ubjertT      .QrMKt^xUftln  iricAp»Meofiicir-ifii|>|M>rt  received  their rhi<;firi|>|H>rtfn>in you duhi.Ktowr  i.«  atJry« 

5.  If  vour  atAtua  with  rrapect  to  queatioii  4  ctiAnged 

auring  the  year,  itAte  dmte  and  nature  of  change 

6.  State  the  amount  of  income  excluded  (Inatmction  30  (g)  and  (h))  from  groM  income 

7.  Did  any  peraon  or  persons  advise  vou  in  respect  of  any  ouestion  or  mA^ter  affectinK  any  iu 

•ration  of  this  return,  or  actually  prepare  this  return  for  you?  IM  If  so,  niv 

(Aiwoer  "y**"  <>f  "rm"; 

nature  and  extent  of  tlie  assistance  or  a<lvice  received  i)y  vou  and  the  itt-nu  or  schc<iul<-«  in  n-n^nTX  of  which  the  aaxiatanrt-  or  a/ltieavas 
return  was  actually  prci>ared  by  any  person  or  pers<jns  other  than  yourself,  state  the  »«»urce  of  the  information  re|j>irted  in  tin*  rr"   — 


f>r  this 

Iti^  name  and  address  of  such  |iers'>n  of  | 


jroa  in  the  pw»- 
ms  and  state  the 

rercived:  if  this 


which  it  was  fumkhed  to  or  obtained  by  such  perwin  or  |>erson«  ...ACtlAttSlii  •ttacb»d 


■mion.      (rrom  SctMlils^)    


16,275 


>«<^  INCOME 

(DwtTsd  IB  full  from  ttianm  wUhln  VnlttA  Hlatc*.  and  npctum.  lorac*.  and  other  daductton*  (<rutOTlT  alluraud  Ihcrctai 
flalAfieS,  Wages,  Commissions,  Fees,  etc.     (Stala  nam*  and  addrtMO<finplo)»f)        Ofo»««iiM«.iK  ,  r',^.'!r*1L'.2lJ5i 

Hoticm.  Plfitura  It.IhMtrlcal 

iMlUftcLMLr  LtdsL 

Income  (or  Loss)  from  Business  or  Profession. 

Intereat  on  Notes,  Mortfcages,  etc.  (except  intorrst  on  corporation  bonds) 
Interest  on  Corporation  Bonds  Upon  Which  an  IncomSp'ax  of  2%,  4^,  or  8' 
Income  (or  Loss)  from  Partnerships,  Syndicates,  Poo^  etc.     (fluta  ■•] 
Income  from  Fiduciaries.      (8Ut«  wparaUly  nama  and  ■'V^  aM^mou 

Rentaand  Royalties.     (From  schadul*  B)  ^.....P.J. i£ 

Capital  Cain  (or  Loss).     (Froci  Bdiadiila D 4 ^ V-r- 

Interest  on  obligations  of  instnimentalitit-s  of  the  United  States,     (rt^ 

taxafien  undei;  TUlc  l.of  1934  Act 


1»566.68  ^ 


^  V I 

^id  i^Apiirre I. 


L4,7D7.92 


Dividends  on  Stock  of:  (a)  Domestic  Corporation*  siibjA-t 


(*)   DommUo  C^rTv-»tlon«  nn*  .nhj*ct  to  tai^oiv.ifhfltT  Titl^Jjof  1934>\rt 


•r  Titlejjof 

i7-  ■■■ 


in  United  Stktes.     (V^^n  lo  Au^  ("o*  of  P^s  9 
Profit.      (Eiplaln  Id  8ch«luJa  t.)l../. 


Other  ineome. 

Total  Incohe  in  Itzms  1  to  II 

.  -JONS, 
Icteresi  Paid. 
Taxes  Paid. 

Losses  by  Fire,  Storm,  etc.,  of  Property 
Losses  in  Transactions  Entered  into  for 

Bad  Debts.     (Rxpiaio  lo  sdicduia  r.) 

Contributions.     (Ripiain  to  sebaduis  K) Ss1NR)u1«. .  A-VtAClMA L X. 

Other  Deductions  Authorixed  by  Law.     (EipiaiDoawparsiaihart) I | 

RaUble  Part  of  Deductions  Not  Definitely  Allocated  to  Any  Class  of  Gross  Ineome.     (Explaia  la  Sdisdals  r)..L | 

Total  or  Itxms  13  to  20 

Net  InroMB  Debived  in  Full  ihoii  Soubcks  WrraiN  UNrrcD  Stateb  (Item  12  minus  Item  21) _ 

That  Portion  of  Net  Income  from  Sources  Partly  Within  and  Partly  Without  U.  8.  Attrihiital>le  to  Soureea  Within  V.  R. 

Total  Net  iNrom  raoii  Sodbces  Withim  Ukited  Statui  (Item  22  phw  Item  23) 


■-+■ 


b 

:.L._i 


.)6QPiiO|0L 


I 


.l«,7.Q74«. 


200.00 


I4a§07,?2 


1«»507.92 


COMPUTATION  OF  TAX     (See  In.strurtion  28) 


26.  Net  income  (Item  24  above) 

2«.  Lsss:  Personal  exemption. !$ jSULSS 

27.  Credit  for  Dr[)endenU | | 

28.  Balance  (SurtAX  net  ineome) 

20.  Leas:    Interest   on   Obligations   of 

Instrumentalities  of  U.  S. 
(Item  9) „ 


S- 


Sl._. 


Dividends.     (Item  10  (a))... 
EAmed  Ineome  Credit.    (See 


Inatnietion  27) 
BabuMs  subject  to  normAl  tAX 


871 .06 


.X4>K!7aVS.'^      33.  Normal  Tax  [A^c  of  Item  32) 

I  I  34  Surtax  on  Item  28.     (See  Instruction  28).. 

S5S«.tS         35  Total  tax  (Item  33  ptuii  Item  34)  

36.  I>ess:  Inrunif  tax  paid  at  source 

37.  Bala  net- of  Tax.      (It<-m  3.'>  miniia  Itom  3fi> 


14 


174..«l 


1871, 


15^505.^ 


552J4 
_^5.71 
1,147.65 

_^64.7^ 
485,07 


NOTE.— Only  r 

Instruction  26 


^  _     ef  t  ■■Ada  er  Mexiee  sJmsM  M  la  Item  J7.     u«^ 

♦  Tam  withheld  at   source 

for  current  period  %  650.94 

OverpaymeDt  of  tax  for    , 

iwicd  1/1/56  to  2/13/36  JJ 


AFFIDAVIT     (See  InstrucUon  32) 

Uwe  swear  (or  alTlrm)  that  this  return  (including  iU  Aecompanying  schedules  An<l  ..Utemenu,  if  anv^  has 
Jwledge  and  belief  m  a  true,  eorrect.  and  complete  return,  made  in  good  faith,  for  tho  taxal.lo  vrar  stated.  | 


latiuns  issued  thereunder. 


lieen  examined  by  me  u.«.  aixi  to  I 
puijiuant  Xo  the  Rrvenue  Art  of  | 


best  of  sat  our 
I  and  the  Rc«ru- 


Sworn  to  and  subscribed  by 


^■— J.  /OTARY    RUBLIC  ~         -        '-•'    "  \'  -"^ 

*'^  .0.  r^  co.ni,  0.  ic  K.,^  s„„  or  Cs-wn..     AFnDAVrr     (See  Instructi 


day 


_Mx  CommM^  iwrix*«»ii      (See  Instruction  32) 

l^**""*'  WrTBft**Jf\4*flI^^,'pfSp«»d  ihssB^tum  for  the  person  or  persona  nanted  herein  and  that  the  return  viocluding  iu  atrvmnwivirur  schedules  an. 
?^JL?"''  *./"i*'  f?7*fV  *^*'  c«nip»rte  sUtement  of  aU  the  information  respecting  the  income  tAi  liA»>ilitT  of  the  person  or  per».Qs  for  whom  tha 
nas  UMB  prepAred  ol  which  I/we  bAve  any  knowledge. 

SwwB  to  Aad  subscribed  before  me  this day  o* ,  193  Af  f  id«Tlt   attached 


tsmcanH      I     iii< 


7Z^// 


or:-:: 


tCWDCUi  Mr-mCOMM  (0«  lOt)  rRQM.Bl 


)K  vu'>y\  s-i 


1.  IVglal  rMvtpU  from  btuliwH  6r  pralmtiaik..^.^ 
OoOT  or  QooM  Solo 

«.  Uhor 

a.  M»lwW  Mid  MppUM.. _ 

4.  MwvbMMllM  bouchi  for  mI« . 

t.  OU»r  euaU  (ItomiM  brlow  or  on  wp*rmt«  •>)•«() 

ft.  Flua  In^xnUirjr  ai  b«giuniuc  ^  T<^<^ 

7.  TwtAL  (lilMW  2  U>  «) 

a.  Lna  inwntory  at  end  uf  jr«sr.. 


OniBa  BoBixEM  DBArcrioMn 

10.  SaUrira  nnt  included  M "Labor"  in  Un*  2.     r><i 

Hot  •liHJurt  eump— — ttiH>  for  your  arrvimi 

11.  IntcfT^at  on  buaiiMM  indel>t0di)aM  iu  utban 

'    13.  TaiM  oo  huainsM  and  buaincM  pn»p«rt)r 


*.... 


•.  N«TCoTorQwiD«Hou>(linw7minuilinaS)-l(l ...j. — 

BBtar"C"or  "Cor  M"on  Linea  «  and  8  to  indicat«  whrther  in- 
vwtortoa  ara  raluad  at  ooat,  or  coat  or  mArkM,  «  hichavrr  U  luwer. 

Explanation  of  d«ductiuna 

■iaimad  on  Untm  S  and  1« 


IS.  I^iMm  ^f  xplaiii  in  tahle  at  foot  »(  |>««r«> 

14.  Bail  ilr>>U  u-wiriM  fmin  aalea  or  iirr%  ires  rv(M>r1«^t 

M  iiirt>ni<- an<rrtiAr|[i-<l  off    .  

15.  IVptiH-iatioti,       «i»«i.lr«wrnr«-,      and       drpU-tioli 

(px(>i*iii  in  tablr  provided  at  f<«<t  of  |iaic<->    .    . 
lA.   Rmt,    n-iiairB,    and    other    etpcnaca    (itcmlaa  • 

below  ur  on  Mrparmtc  sheet) __^ 

17.  Total  (Unea  10  to  16) — i« 

18.  Total  DKDUfTTioMB  (Line  tt  ptiw  Lin*  17) 

10.  Nrr  PanriT  (on  Loaa)  (Line  1  mintM  lina  18)  (Enter  a*  Itrtn  2). 


8CHBDULK  »-INCOMB  PBOM  BENTS  AND  BOYALTIE8     (He*  Inatrurtion  7 

1.  KIM  oa  rwirHirT 

1    »  Cort  oa  VAirm    1      4.  UcraKunoa 

t.  BarAM      j  •  ;,7;;,';„ 

^ - i h:::::i::t::i::i::::b 

.  .'    .  1  . 

1  r 

Explanation  of  deducUona 
elaiBMd  in  Column  6 


aCHBDULB  C-CAPITAL  GAINS  AND  LOSSES     (Sea  Inatruction  8) 

L  DaKavnoa  or  raoraarr 

I  D»Ta 

AOQCIBBB 

1     l>*TI 

Sold  oa 
BxcaA«oB» 

«   Aaoi-rt  RaALiaaD 

1                              r  Darmarunna 

%.  Coat  oa  MABea  i.    «.  Coat  or  ta-      ALu>«ai>  dm 

ms.  VAtra  »  AC-    1    raoraaaati         allowabu) 

vcmap  Bcroaa         BcaMwt  lat  to     Bwra  Arwt  un 

raAT  Datb.    (Id<U-      Aa»iBmoa  oa    noa  o*  Maboi 

IL  (iu%  oa  Uiaa 

•Haldlywu^orleaa: 

XI:  Dmt  Ymr  1/*.  Dat  Ytm 

% 

1 
f < » - 

i 

%.- ^ 

•  U^d  over  I  yea^  but  not 
OTer  2  year*: 

•  Held  over  2  yeara  but  nut 
over  6  yeara: 

•  Held  over  5  yean  but  nut 
over  10  yeara: 

1 

I 

•  Hold  over  10  yeara: 

\ 

1 

M  Oaai  mm  Us  «a 


at 


Total  Gain8  awd  Loasaa  (Enter  net  gain  or  loaa  aa  Item  8)  (Capital  k^aaea  are  allowable  only  to  the  extent  .rf  $2.000  plua  capital  naina^ 
•  In  raportliw  hIm  or  wrhaiw  ol  eapiul  mmU  attarti  nnvml*  lehwlul*.  if  iiiyiinry.  tar  tranaarttnaa  aomim  vlUila  wdb  of  lit*  i  pvlada,  uid  tnoite  aaln*  aad  taaa  tar  mtt  t^t4  ••  Cctaaa  M aW*a 
•*  C«st  of  proiMrtjr  aavt  bs  aaund  lo  Coiuma  S  if  ■  loai  b  daloMd  In  Columa  >. 

BUta(l)  bowBKOvtTwwaoqailvd  : '"  ^^noml  or  boiliiMi  tilaUnaiian.  tf  any.  e*  t  ii  *mm-       . 

B  W7  Ml*  or  oaelMiwa  oT  Mock  itaould  te  rap^rtsd  U  cteuU.'  l^udlDc  'oaino  a^  wMnm  of  corpantkat  ciaa  of  Mock,  numbor  of  riaaiai,  eaottal  etMoaaa  aflBeUM[  baito  ouxA  .1;  •nimtt.  Mbar  ■  ■liiilili  *<  t- 


SC'HEDLLE  D— LNCOMIi  FROM  DIVIDENDS     (.See  Instrurtiun  10) 


ItoniM  aU  dividenda  received  during  the  year,  atating  amuunU  and  namea  and  addicMca  of  oorporatiuna  declaring  the  dividenda: 


SCHEDULE  E— EXPLANATION  OP  DEDUCTIONS  CLAIMED  IN  ITEMS  1. 14.  18.  17.  AND  18 


SCBEPUU  AHACHED 


SCHEDULE  P— EXPLANATION  OP  RATABLE  PART  OP  DEDUCTIONS  NOT  ALLOCATED  TO  ANY  CLASS  Of  GROSS  INCOMB    (Haa  Inatrwcttao  Jt ) 


1.  Total  groas  income  frum  all  aouroea $. 

2.  Total  gross  income  fn>m  sources  within  U.  8 $. 

3.  Ratio  of  aruas  incume  from  sources  aithin   U.  8.  to  groM 

income  from  all  sources  (Lino  2  divided  by  Line  1) _ 

4.  Total  deductions .  S 


5.   Deductions  allocated  to  income  fnni  sources  within  I  .  8 8.. 

.j  6.  Deductions  allocat^l  to  inct-nic  from  suurcea  without  I'.  8 —  %— 

I  7.   DedurtioiiH  not  allooatoi  to  any  clasa  of  income  8. 

j  8.   .\nMiuiit  «)f  such  deductions  »  inch  may  J«o  allocate"!  (■' neome 
fn.iii  m.urroa  \tithin  V.  S.  (Une  7  iuulUpliol  l»y  lu:  c  8).-.  8 


SCHEDULE  G— EXPLANATION  OP  ITEM  28     (See  Instruction  23) 


Explain  fully  how  amount  entered  in  Item  23  a-as  determined: 


SCHEDULE  H— INTEREST  ON  LIBERTY  BONDS  AND  OTHEB  OBLIGATIONS  OB  SBtUBITIBS    (See  It 


I    ORU'.tTioKi  oa  Sart'i 


{.a)  Obligatioaa  of  a  State,  territory,  or  political  subdivision  thereof,  or  the  DiMrict  of  Coliunbia,  or  Tnited 

(6)   Oliligations  iasued  under  Federal  Farm  Loan  Act,  or  under  auch  Act  aa  anicndol  

(e)    Liberty  aS^e  Bonds  and  other  obliKatioiis  of  I'niteti  Statt>s  issued  on  «>r  Ufore  .*?cpteniUT  I,  1917 

(./)   Treasury  Notes,  Trcasurj-  BilU,  an.l  Treasury  Certificates  of  Indebtctlnem „ 

\r)   Liberty  4%  and  4S%  Bonds  and  Tr«*!.ury  R.ndH    

(/)  Obligations  of  instrumentalities  of  the  Initcd  ."^tates  u>tlier  than 
amount  in  Column  3  as  Item  9) 


a.— 


>litfatioiis  to  be  rp|K»rtcd  in  (6)  above)  (enter  tl 


EXPLANATION  OP  DEDUCTION  TOR  DEPREaATlON  CLAIMED  IN^CHEDULES  A  AN 


Kixn  or  PaoraaTT 


1.  Coat  OB  Ml  an  I.  wa  I        ,    awct"  Fru-T  J    ncr«m«Tio!<  «    RtanNUKiCjrr 


J.  DATS  V*Lt  a  IT  AruiIMP        ,      i,,-,-ri»T«i.  in  I  «a 


I I 


*_. 


.L-. 


(■i-i.TcaiD  l<i 


EXPLANATION  OP  DEDUCTION  POR  LOSSES  BY  PIRE.  STORM.  ETt\.  CLAIMED  IN  SCHEDi'LE  A  AND  IX  TTtM  IS 


ALX->«  tllLI    -I'tt  1 

ArxM~tTv.s 


iih^:. 


,^       a— laau 


HOW-RESIDHIT  ALIBI  IMCOME  TU  EETDBH 
FOR  THE  PgaoD  FROM  APBH.  S.  198S.  TO  JDU  SI.  191!^ 


Dapnclatloo  of  autoaobllai 
Fsrchased  June  15,  1954. 

Cost 
Depreciation  to  JuOy  SI,  1956. 

15  aonths  at  26%  »E61.tZ 

Less:  Anount  alloirable  in 
preilous  periodB  160.95      $    100.69 

Quaff eur'B  salary  600.00 

-  oil,  gas,  etc.  605.29 


60)1  thereof  a  necessary  buainess 


hdnesB  aanager  2S0.00 

Pgbllclty  and  adrartlslng  expense  1S9.91 

luiucripts,  books,  etc.  35.55 

lllaphone  and  telegraph  expense  in 

connection  with  business  272.51 

Ifflce  expenses  75.20 

hldrobei 

Total  amount  expended  $     487.14 

Kf  thereof  a  necessary  business 
expense  £45.57 


ITM  18  -  CONTRIBirriOSS 
>  Angeles  Community  Chest 


/JJ    ■/-? 


\ 


SIITB  OF  CILIFOHHIA    ) 

)  S8 
CODim  OF  I.OS  AHQELES  ) 


I,  ALWIH  W.  JOHNSON,  acting  on  behalf  of  Frank  Jayce-Hrroa  Salznlclc, 
Ltd.,  9460  WUehlre  Boulevard,  Bererly  Hills,  Callforala,  as  advisar  for 
Cbarlaa  Langhton,  afflia  that  pursuant  to  instructions  received  frca  Mr. 
Charles  Laughton  I  prepared  the  attached  return  covering  the  period 
fro«  April  S,  19SS,  to  Juily  SI,  19S5,  showing  net  incooe  of  ♦14,507.9? 
and  tax  liability  of  ♦1,147.85  of  which  ♦664.78  has  bean  withheld  at 
source  leaving  balance  due  of  llSS.O?,  on  the  basis  of  Infomatlon 
furnished  by  Br.  Wllllaa  Laird  of  559  H.  Beverly  Drive,  Beverly  HlUs, 
California,  without  independent  verification  ly  ae;   that  the 
information  set  out  in  the  return  correctly  and  fairly  reflects  the 
laf oiaatlon  furnished  to  or  discovered  t^  me  during  the  course  of  the 
preparation  of  the  return  and  that  said  information  i3  true  to  the  best 
of  ay  infomatlon  and  belief. 


Alwln  ^.  Johnson 


^k^.  \\\y      ^     .,c. 


fi'i 


258 


I 


BOARD  Of  TAX  APPeAi-S 

r.ocKa-XXi--i 
.i.][i27  1938 


p£TmONLt^ 


EXHIBI' 


9 


>ORMS40F4R 

■    ■      •         •    STATE  OF  CALIFORNIA                            1 

INCOME  TAX  DIVISION 

INDIVIDUAllNWraRCIURN 

NONRESIDENT 
For  Income,   Derived  from  Sources  Within  This  State 

For  Calendar  Year  1935 

or  £>c«l  y..r  begun. ,1955,  „d  ended ,1936 

DO  NOT  WRITE  IN 
THESE  SPACES 

Thit  return  must 
be  fiUd  wUb  the 
FrancbiseTax 

™3_     _         

n"**!. 

Income  Tax  Divi- 
sion, on  or  before 
tbe  15tb  day  of 
tbefourtbmLtb 
following   tbe 

c.          1. 

1 

,v2??^l,?,t.J:S>iS^1i°?,„,.,..,.,.,,.™,  

SLaorAon  Square 

London                                                               Ensland 

re m 

Calk                Ck«k               M,0. 

abUyear 

Fir..  P.,»... 

' 

\ 


5»i»™*t  Vages,  Commissioiu,  Fees,  etc.    ( *"".,"r^pioTtr  ) 

Jtotion  Picture  &  Theatrical ^ . 

Indu«tr_i»ii,„Ltd,^_^ '[_Z'_  ^J*X£,C)9,  zM5»^ 

(or  Loss)  from  Business  or  Profession.  {From  Sch«i«l«  A) 

3.  Interest  on  Bank  Deposits,  Notes,  Corporation  Bonds,  etc 

4.  Income  (or  Loss)  from 


>. 


AFFIDAVIT  (See  Instruction  26) 
uding  its  gccompanying  sckcJuUs  and  statements,  if  a 
red,  and  complete  relurn,  made  in  good  faith,  for  tbe 
.Chapter  i29). 


Jt^^^.,.^ 


FRANCHISE  TAX  COMMISSIONER,  Incom'  Tai  Divuion,  Sjcramento,  C.lifon 

Miirr  rrmirnnrr  niiihliiixfca^ 


o 
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SCHEDULE  A— INCOME  (OR  LOSS)  FROM  BUSINESS  OR  PROFESSION  (Set  lutnitUkn 


n:.-  .    ■    i 


•  (npliin  in  <.bU  ii  foot  •(  r^U 


SCHEDULE  B-INCOME  FROM  RENTS  AND  ROYALTIES  (S»  bmructio.  <) 

..  »,«-r™-«. 

,...^,.„.« 

■.s:sr 

^ss-    ■— 

•ifis.'ssr 

,i-"SW., 

$ 

s 

' 

i 

* 

-^ '      r 

!         1 

1 



_ 





. 

,  „,„„,„ ,,„^ 

i,» 

.S- 

'kiSS' 

* 

^^ 

M 

•— • 

i 

...««£&-    • 

..IWn 

>    L.«. 

.•B.,.,,M,,,.„ 

U.  D.,1  ,„ 

"■  °""'~ 

* 

« 

s 

» 

.                  1,0 

» 

» 

'■"■"  •'•""" '■■""•'■"■"' 

1 " 

'''•""" "'■"""■•'•"" 

1 " 

i  " 

ToTU  Gum  AND  Loses  (Enter  nn  |iu  nr  Ina  ss  ttim  7)  (Criiil  Inn.,  .n  dio.sbk  nnly  tn  ilu  cicini  ol  IZ.OOO  pliu  oi.ii.1  pin.)  . 

' 

! 

SCHEDULE  D— INTEREST  ON  STATE,  MUNICIPAL,  AND  OTHER  BONDS  OR  OBLIGATIONS  (See  lostruciion  8) 


^ 


SCHEDULE  E— INCOME  FROM  DIVI 

DENDS 

J,™,„  ,11  Jiva.nd.  ,«.ivri  JnHng  >b,  mr.  ....in,  .™ur,„  .„J  ..„„  ,„,f  M,„^,  o(  .„por.,» 

'■"""""'■■'"■'"•'• 

SCHEDULE  F— EXPLANATION  OF  DEDUCTIONS  CLAIMED  IN  ITEMS  I,  13, 

5,  16,  AND  17 

Sohedul*  att&ohsd 

EXPLANATION  OF  DEDUCTION  FOR  DEPRECIATION  CLAIMED  IN  si  HLDl  1 1  s  s   \ND  B 

'"ySSfS;""    .!«.» 

■lis?" 

"sSS"  1  ^wSa.  1  "'^i^                   -Ii  -««:■• 

° 

!   i        --  ' 
1 

1 

""        "H 



EXPLANATION  OF  DEDUCTION  FOR  LOSSES  BY  FIRE,  STORM,  ETC.,  CLAIMED  IN  SCHEDULE  A  AND  IN  ITEM  I 


■  """'  ■'""    UcMl 


i 


xpayer  must  complete  fully  all  schedules  where  required.       If  space  provided  is  inadequate  attach  separate  sjhedule*.     ;    ''' 
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I 


»  '  •■  '"  AL^ 


Jl!n  27  me 


W:;^a?!H^t'»»*H- 


;r>;7^ 


v.?^^'.r 


,.^;> 


MM 


!>~ 


2e2 


■%i 


^••i! 


Form  1190 


FORM  1094  MUST  BE  FIL£D  WITH  THIS  RETURN 

CORPORATION  INCOME  AND  EXCESS-PROmS  TAX  RETURN 
iTT^u-u^.— >  For  Calendar  Year  1934 


r 


or  FImaI  Y«ar  b*ffun 


I9M.  and  afwlMl 


OA^  '- 


hl.»:*3b 


ntlNT  FLAIIILr  COKFOKATiOfTt  NAME  ANU  BtlSIMCM  ikSMi 


!•»«•• 

I  of    (U-furi. 

F.i- 

■■0r-- 

49r  .r4 

Dii^«  -r 

!> 


(«lr>«t  »•.')  r,.jrr  i-r) 


hu 


ItattUtFmmU  Cm^lMj  rM»4 


DaU  of  IncorporaHon V'-.il    50,  J,?54 

UrJer  lh€  Laui  cf  uhal  StaU  or  CmmUy JSruXoT^^.  | 


iBMhaaNhiCMrf LaxAJbA^X Uutod  •!  Ill  3tt£t  7th  £U^  Lo^    ngit'lftrty^  r.«11f. 


•  Ob  Mil). 


.T))M:tr.i.Q<4. bTU««C«MWu«4IUlwiiWIUiirw4C«r^i«MMl 

rUJ  dlvMoB  on  p*a*  >> 
•r  NavMiiml      1^00-1^^  IdOlt      ;  i|  N««t«M!«ni,  S(«U  Aa«art  W  la 

MMMcwSMtiMUi  wmmIUvmm  jutw  imr       Kft. 


Sih.                                                GROSS  INCOME 
.  OroM  8«1m  (where  Invetitoriee  we                                     Lew  R«tuma  And 
iDoome-detenninirig  factor),  I ;  AIlow»n«ea,  t 

Cost  Of  Qooda  Sold: 

(•)  iBTentorjr  at  beffinning  <rf  jrear 'f. 

(k)  Mfttorlal  or  merotuindiM  bought  for  aumutmeUum  or  Ml*, 
(e)   maeelkneoua  ooeta  (rrom  fitedolt  a,  C«kuui  l): 
(3)  Other 


Diief 

■•rw 

b 


8    1.  Oroa 

r  I.  lm 


(1)  B«Uriee«i>d 


■  (4)  Total  of  Unae  (a),  (fr),  Mtd  (e) 

n  (•)  LaM  iorentorjr  at  eod  of  ytv 

H    t.  OroM  ProAt  from  Sales  (Item  1  mlnua  Item  2) 

^    4.  GroM  Reedpte  (where  laveotoriea  ere  not  en  ioeome-determining  factor) 

S.  Len  eoet  of  operstlone  crmm 
(•)  BalwUeuMl 


A.  Oroee  ProAt  where  inventoriei  are  not  an  inoom^^letermlninc  factor  (Item  4  mlnue  Item  6) 
1.  Intetwt  on  Loans,  Notes,  Mortcafes,  Bonds,  Bank  Deposits,  etc 

.3-. 
t. 


10.  Capital  Oaln  or  Loee  (Fvhi  MMdoh  d) 


II.  Interest  on  Liberty  Bonds,  et«.    (Frora  Maadal*  I). 

13.  Diirideods  on  Btoek  of: 

(a)  Domestic  CorporaUoos  subject  to  taaation  uader  Title  I  of  Bereaue  Act  of  10M. u 

(»)  Domsetic  Corporations  not  subject  to  taxation  under  Title  I  of  Rerenue  Act  of  19M-. 

(s)  Foreign  Corporations.. 

It.  Other  Ineome(MatoeataMa(leaMa)(Vt 

~  14.  Total  Ihoohb  m  Irmie  S,  air>  0  to  13,  imcxubitb. 

DEDUCTIONS 

15.  OoaipeaMtioo  of  OAeere  (Fvmb 

16.  Beat  on  Businese  Property- _. 

17.  Bapain(rf«si«A8aeliD):(B)aalMtMaBd  WapM,!. 
IS. 
It. 

«0.  L by  Fire,  Storm,  etc.  (fimm  ■ifcHuli  T) 

21.  Bad  Debfts  (Tim  adMdaii  o> 

21.  Dtvldends  ax*  u  (•)  ab«««). 

It.  Depreelation  (reeulting  from  exhaustioB,  wear  and  tear,  or 

34.  Depletion  of  Mines,  OO  and  Gas  Wella,  Ttmber,  etc.     (Submii 

tS.  Other  Deductions  Authorised  by  Law  (CipWa  babw.  or 

(a)  Salariee  aad  wacea.     (Not  taetadad  la  itaaut.  t.  is, «  it  aba**) 

m  — — - — . 

SS.  ToTAt  DBBOcnoara  in  iTme  18  to  3S 

tr. Wt  Iweoiia  (Item  14  minus  Item  3B) 


COMPUTATION  OF  TAX 


Tax 


■L  teaooM  TH(nM%  if  llMM)(«rlM(«a(  !«■!•.« 
coaaatWilwl  lalaw  tl  talkaad  aaniSakM) 

n.  Um:  Imiwi   Th  Piid  at   anraa 
(TM  waAl  M  ka  Sa<^ 


»wfa- 


Mitt 


I  Bira»PMam  Tax 

9  =;K    /U       I  *  2?!1  **~~  •»  laaBtiiiieii  Tm  r>«pa«aua  aum  9.  I               I 

,ZiiO^(iU       I      aba**' _.   __  »•♦     ♦-.^a- »- 

-:.„^-„ «  L»:    UM%    rf  I  v.li>»  of  oafMal  Maak  « 


46 


C|2uaaJS 


i^flMaZS 


fi«A75J.) 


^Lriarwl  la  t«v  c%(  aiJ-ttoc*   Ui  rMwa  kr  jmrn 
mtidtmmAtm  _ 


■i»|ii<HiTai(H^»i 
Tu(i%«(iiMsr 


T»» 
TaflM 


Hone 


Hon. 
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P»Cf»  9  of  U«»turn                                            8<  HKIU'LK 

K-IULA.N(  E  SHKETS 

(Hm  In-truellnn  44 



1 

Ittoniswa  OS  Tasasls  TsAa                                                             Bw.  o»  T*i*     .  Tsas 

lin« 

^          1 

1 
T.-                       1 

M                                                     TMSl 

ASSETS 

1.  Cwh 

1 

1 





1 
ft 

1 

t 

— 



(•)   T<««a  reserve  for  bad  d«bt« 

1 

4.  InrfAtoriea: 

(a)   Raw  matrHiUa 

1 



...  ,- 



»-     _ 





71 

(h)  Work  In  procoM 

(e)   FlnlthH  Hoods 



(rf)  Supptiot 









5.  Inv««tm«nt«  (nonUxabloV 

(«)   ObliKntloni«ofaSUt«',TeiTitory,orany po- 
litical tubdlvinlon  thcTTof.  or  District  of 
Columbia,  or  United  SUtea  poMMsions 

(6)  Obliftations  of  instrumentalitien  of  the 

TTnlt.<vl  Stttt^il 

».        . 



t. 





::s.. 

(c)  Obligations  of  the  United  SUtea 

e.  Other  iDveatmenta: 

» 

(c)  Stocks  and  bonds  of  foreign  corporations.. 
(</)   All  other  inveatmenta  or  loans 







_... 

7.  Deferred  charges: 

(a)  Prepaid  Insurance             ...... 

s 

$ 

(fr)  Prepaid  tMTM                    

■      1' 

1 

(e)   All  other 

I"~     " 

1 

8.  Capital  assets: 

(a)   I^nd 

$. 

1 

» '-.^ 

jEPa:. :  ;. 

11^^^ 

1 
a. 

(6)   Buildings „ 

(c)   Machinery  and  equipment 











(rf)   Furniture  and  fixtures 

(e)    Delivery  equi[)ment 





$- 

S ' i 

---- 

(/)   Less  reserves  for  depreciation  (except 
on  land) 

9.  Patents - 

$ 

1 

t 

10.  Good  will 

i 

i 

11.  Other  assets  (describe  fully): 

1  .,     ... 

.  ^ .. 

12.                         Total  AasBTB — - 

s 

'l^.._ 

UABIimXS 
18.  Notes  payable  Qeem  than  one  year) 

i 

$ 

14.  Accounts  payable 

15.  Bonds  and  notes  (not  secured  by  mortgage) 

18.  Mortgages  (including  bonds  and  notes  so  secured) 

17.  Accrued  expenses: 

(a)   Interest 

(b)  Taxes.. 

1 

(e)  All  other _ 

18.  Other  liabUities  (describe  fuUy): 

t 

1^ 



....._ 

-"" 

19.  Capital  stock: 

(a)   Preferred  stock  (less  stock  in  traasunr)... 

t 

„...- 

». 

Ja  Surplus. 

$ 

1 

% 

at.  Undivided  profiU _ 

f 

_»: Total  Liasilitim                                 ._,^ 

1 

'....    1 

$.  - 

1 



T)'".. 
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STATE  OF  CALIFQK^IA         ) 

)  SS 
COUNTT  OF  LOS  ANGEI^    ) 


I,     ALWIN  W.  JOHNSON,   acting  on  behalf  of  Frook  Joyce-^^-ron  Selii:ick, 
Ltd.,   91G0  Wilshire  Bo^dlevard,  Beverly'  Hills,   California,   ar  advisor  for 
Motion  Picture  8c  Theatrical  Industries,  Ltd,,  affirni  that  pursuant  to 
instructions  received  from  :.lr,  Lo/d  Wright,   111  Weet  Seventh  Street,  Los  An^^eles 
California,  United  States  a^^ent  for  :iotlon  Picture  1  Theatrical  Lidur.tries,  Ltd. 
I  prepared  the  attached  retura  covering  the  calendar  /ear  1034  sj:iowing  net 
incone  of  {46,255,G0  aiid  tax  liability  of  ^6^560. 15  ou  U:p  tssis     of  infona-tirn 
fiTrni;-hcd  by  LIr.  Loyd  Wright  v/ithout  ludeptud*si*t  vcr'r'catJ.:r*  ty  UkL;     tY^l  tLc 
inforiantion  ;:et  out  iu  the  retun.  c^ud  accoiiipan^''ing  schedules  correctly  and 
fa^.rl;^^  reflects  the  informatlcn  furnichc-d  to  or  dicccverf^  b/  me  durinj  the 
coui'se  of  the  preparation  of  the  return  ^Jid   t*i^t  La5d  information  iz   true  to 
the  best  of  itiy  inf oiHiation  and  belief. 


U^Ui^U^   ^-^? 


C 


Alvrin  TV,  Joi^fson 


Subscribed  and  sworn  to  before  lae 
this    \l\-     day  of  June,  TJoo, 

Notary  Public  in  und  for  tiic?  County 


"^ 


I 


MOTION  PICTPBE  &  THEATRICAL  INPUJ-TRIK.   LTD. 
19M  T3mAL  INCOME  AMD  EXCESS-PROyiTS  TAX  RETCTM 


NET  IHCOUE  FROM     SOURCES  ffllHIM  THE  nMITB)  STATES 


Salaiy  -  Charles  Laughton 

$12,311. CC 

Comalssionp  -  Joyce-SelMlck,  Ltd. 

8,435.^2 

Legal  Fees  4  Ebcpeneos  -  Loyd  Wrleht 

5,271.33 

AuditlBg 

225.00 

Advertising  and  pubUoity: 
Variety 

Hollywood  Reporter 
Police  Review 
I.A.T.S.i!.  Local  .fS7  -  Contrib-ation 

142.50 

25.00 
i£.03 

;?5.7Q 

Federal  excisa  tax  on  checks 

..52 

from  Jijorces  irf-tliin  the  United  ?ti:tes 
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MOTION  PICTDM  L  IHEAIBICAI.  DlDnEnag!.  LTD. 
19M  FCTERAL  TMCQlff:  AMI  EXCESS-PKOFIIF  Tig  BEIUKI 


SCICTULE  K  -  B/JJJICE  SHEET  -  DBCKEER  SI.  195.t 


^ 


counts  receivable 


Joa,r34.77       fl2,767.C£  $51,091.73 

n, £37.50        27,211.00  I0,4DS.J0 


QVtr  uctuil  tui 


C.IVc.lS 
7, too. 00 

7,41C.C0 

C,47S.13 
90.00 

JS9,B3E.4£ 

S43,07i.C£ 

$87,975.47 

j£9,640.00  Jr3,C40.00 

13,4?a.C2  £S,??f.47 
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SCHEDULE  L-BECONriLIATION  OF  NET  ISrOME  AND    \  SVI  V>m  OP  (  HWCM  IN  M  RPI     i 


I.  Nat  lw«iM  from  ttm  IT,  pm*  I  of  Uwntan 

S.  NoBUikbU  iDooma; 

(■)  Iol«r«<i  '<n  ol>lt«Mlon«  iM  •  8UU,  TMTltnry,  or  uij  pnlhlMl 
MiUlivUtun  ttwFMjf,  or  UMOtaulcto(''olainbU,ar  I'Dltxl 


• 46i;j.5.^..^J 


(6)  InUirwt  on  obllntloof  of  tha  Tnlurl  fiestM  rncrpi  loUrMt 
Id  riMM  o(  aMinptloa  M  raporud  In  th^hMjula  J  (r)).     . 


(()  DiTtftaod*  (toductlbU  I 
Act  of  1984 

U)  ProoMite  o(  Uli  I 
Inmirad. 


'  BaetUiO  Z>  (pj  of  the  lt«veiuM 
I  (wl4  upon  tha  <lMth  of  Iba 


(«)  OUmt  Itanw  of  nonUxabla  Iimmim  (to  I 

(i)._Jacaji£i.Jrr;/i?..5.yitfceB 

(a)._.SJiateu 


I.  CliMva  kfltUnft  rMMrr*  for  bwi'dabts.  U  It«n  21,  pM*  >  of  return. 
Ii  not  u>  kd'lltloo  to  k  r«Mrv« 


(or  oontlncandas,  ate.  (to  tw  dataUxl) : 


(.  Tool  of  Mow  1  to  4. 
«.  TotiU  Ironi  Um  M... 


7.  Nat  profit  or  loai  (or  jraar,  lu  iihoirn  bjr  fiooki,  before  any  adluat- 
nMOtJ  are  mad*  tbercln  (Una  i  mlnua  Una  C)  (If  laan,  lo'Ilcatc) . 


I.  Sorplat  and  andlrlried  profltf  ■■  i 
of  preoadinc  taiabla  raar 


$.  Otbar  erwllti  to  lorpluf  (to  ba  datailad): 
(•)- 


10.  Total  of  Llnai  7  to  8.  tnrluflTe. 

11.  Total  from  Llna  17 


12.  Burphu  and  andlrlded  proAti  ai  (hown  by  balanee  ihaat  at  cloae 

oftaiahlayaar  (LlnalOmlnoa  Llna  II) 


IS.'l??,')^ 


04 


5'j 


I    ! 


(n  fm\mtiX  u<*< 

r««i  Ml  t«.<raa 

Ut  Hi*.-.:'  ■•      - 

(r)  Furr 

a»>',- 

(/>  IUt,U(»m»nl 
(f)  Iwiirikn"  1" 

.ivlr-fi^aili. 

1*0"  ■'• -       •    •'  ■• 

(A)  Inur. 

(0  Ad.1. 

fl) 

G32.IC. 
,3oO 


58,335.17 


i333 .  17 


;3. 


^l7 


a)  Oiliar 

(2)    Int/A-i.?..  kO.Te.?...?1^.4^t.?.l,4.. 


14.  Total  of  I.ina  n    

15.  DlTt<Un-L<  |«i-l  'luriiHl  the  taiiMa  J*it  (ataU  ■>> 

CHb.  stock  of  tha  eorporatlon.  or  ottMr  prupartr; 


i"t-t 


17  Total  of  LInw  »  and  H. 


NCT  INCOME  (OB   DEnCIT)  BEPOITKD  IN  BETLEN  POB  CALENDAB  TEAB  IW  OB 
FISCAL  VEAB  l«M 


NATl'BE  OP  BUSINBJM 

e   lihliu(rUI  UI^UuD    In    abltli 


MANUPACTUBING 


f — I  Rakary  and  ponlertloncry  producta. 

nCannfd  prodiirts  -Oah,  fruit, 
try 
I — I  Min  pnxluctt— brmn.  Ooor,  faad. 

□  PBcklnc-hooM  pmduota— maata.  lard:  ihuich- 
tarlnf. 
I — iSunr-baat.  eaoa.   mapla:   moiMaaa.   (Inip<; 
\ I    raflnlnf. 

□  Otbar  iood  produrta— hatter  nih«titul«a,  ra- 
raak,  ooOaa,  ipkaa,  dairy  produrtf:  artificial 
ka.au:. 
p~|  BararaCH,  aoft  drinka,  inlnaral  wstar. 

□  Brawlng  and  distlllina— alcohol.  Uqoora,  baar. 
mall  aitrart,  wtnaa. 
I — I  Tobacco  prodocta. 


1 0tbar 

laatbar,  lurclcal  laitUaa,  ale. 

□  rioihlnc— ru»»oni-ni*ia.  terttVT-mada,  ondar- 
waar,  mllUiMry,  etc. 


hr  con'"«'l"n'»  main  Income 
«  Tl  itJNO  -'Continued) 


MAVtr 

Metal 

□  Iron  ami  steel     pr'"lii.-tsorbIit.i 
ing  niiiK  luundrir.!. 
I — I  I/ocono'lves  and  railroad  equipment. 

I — I  Motor  vehicles,  complete  or  partx. 

nMiMhinery-furti^y.  ui>e<l  In  proludnu  foo.1. 
iMlher.    metal.    |«|>er,     (irinlini;,     nibhrr. 
stone,  (lay.  Rliiffi.  Irttileaml  «o«.J  {<u<lurt>. 
I — I  Machinery —aicricuUiinil  and  «{uipmpnt. 

I — I  Machinery —electrical  and  e^iuipinOTt. 

□  Machinery— other.  biilMiwr.  con^nntion,  ru 
anil  mininic  nuuhiDery  aud  ciuipiiiem. 
□  Iloawhold  equipment  —metal  fumiliire,  refri«- 
erator%  aewmg  machines,  washing  machines. 
etc. 
I — I  Office  equipment. 

I — I  Metal  building  material  and  equipment. 

I — I  Hardware,  looU,  etc. 

f— I  Precioiu  metal  i»oiluct,i  ami  pmcesMS. 

I — I  Other  metals,  products  and  proceeaea. 


.etc.; 


APPIUATIONii  WITH  OTHEB  COBPUBATIONS  (Baa  faJBi^ia  Wt 

a.  I.,  this  a  cr,n*il  liiic-l  returr,' !»P... If—   \'nr^C9  iir-^  t*»  ntf>^.m^  ttMn.^ 

re\-rtiue  far  your  •l:^trKt  Funu  sM,  AOiliaijuiu  Scb^iula,  «h<r1i  riimJl  ba  UM  la.  fV«rB  le^  tmi  tima  aa  ■ 
part  of  this  letoriL 

4.  W  a»  the  income  of  thbeorporat  too  Indndad  In  aconanbilateil  ret— liy  the  pr'^fg?..J^L 

If  9o,  fire  name  of  coriKWa'  ion  «  hicb  fik>l  the  caoaalt<l«l*<l  ntum. 


.V  Did  thecnn>c»ation 
Vaa  the  cnn«irati«n  in 


PREDEr  BWOB  Bl^BINEHS 

1  iiwWihe  sameuame  fur  the  i 


I I     le».Mi 


r»» 


n 
n 

D 


su.-h  Ikcihlies 

□  PaMk  Biattaa  electn.-  light  o 
(artiOrtal  ur  nainrali.  p.iie  linc».  l»le«r»i>h. 
talapbooa.  r»Ii.>.  water  w.»tv  heat  »ui't>l>. 
toll  liiiilgaa  ecv  .  lea-ung  such  utilities. 

□  8ti^a    cold  Morage.  grain  elevators,  ware- 
buuaea.  Mii  dapoau  raulla.  ate 


I'ponsuch  chuige  wereaopi 
If  llie  aJk.wer  l^  'yw' ,  ctat« 
must  be  funusbed. 


S.  Is  thii  return  made  oi 
If  not,  desiTibe  fully  «  h.tt 


lafaMbMfMMMdt 


lei 


TALI  AIION  OP  INTBNTOBIBS 


t  or  market,  whicbeftr  u  luwar. 


Vo''. 


PBEPABATiON  OP  BCTl  BN  Ct»  i- 

f ^1*%!'   '.   ■-  rr-,. 


actually  f^pan  thu  reiuni  (•«  the  corpocathio 
(uch  penon  or  panmu  and  state  the 
and  scheilulaa  m  raapert  of  which  the 
pared  by  any  pano 


□  Bank»-natiof»l,  State,  priraia.  »t1b«»;  K>int- 
Mock  land  hM»k« 

ireetment  bankfrs 


1  Kfal  oiuie.  n«lt>  holding,  real  aMale  agents. 
)comr«iu«B  tnot  ag»«il»V 


UST  or  ATTACHED  SCIIEDtlX!* 

10    Enter  below  a  list  of  an  sch»luhw  acrotsrary^ng  thi.-  retail,  gt    -vt  »»  i 
»»-hedule  number    The  name  and  adtiws  of  tJM  oarpent»oa  Aiwh 

mum.  ...Its..  ;.  -.  32'...JL^aifc.r«w-..--';-::-fi^. 


-     / 
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fm^  4  ot  "Rmtnra 


•CHEDULE  A  (Sm  iMtraetioo*  2  mkI  A) 


•CHIDULE  ^-CAPITAL  GAINS  AND  LOMES    (S«e  In*tructk«  10) 


Jr«.  Dtt  Tmr 


■OmtYmJ^ 


I. 


>    w..^  I    1*11  ^    r<*TO»lifr»r^«. 

tr  ..  .  Jr^JJT-.-    '   BtwTi  Arr»«  Ar«o- 
Bbvou  T«*t  Date       ""^    i»u  ^^ 


•.  Oaiso«  Low 


-^ 4 


£= 


- I. 


_..  I. 


I 

Nw  Oaw  o«  Lo—  (enter  m  Item  10)  (CaplUI  low w  >w  >llow»ble  only  to  the  nttni  of  t2,000  plan  capital  k»Iim)  .     - 

State  (1)  how  property  wm  aoquirad ;  (2)  whether  at  time  of  aale  or  exehaoce  purcLM>-r  ovaed  More  thaa  fO% 

in  ralue  of  your  oatctaoding  stock 

Ev«7  Mle  or  exchange  of  ttoek  ahould  be  reported  in  detail.  includiu«  name  and  addreaa  ot  corporation,  claee  uf  ^oek.  Miaber  U  attAree,  mfitml  eh  angle  aAeeW 

ing  bMis  (stock  dividends,  other  nontaxable  dividends,  stock  ri«hU,  etc.). 

Cost  of  property  nrast  be  entered  in  eolumn  5  if  a  loss  ia  claimed  in  column  0. 


SCHEDULE  C— COMPENSATION  OF  OFFICEBS     (See  Instruction  16) 


1.  Mun  um  ADDssB*  or  Omcsa 


1  OmnALTrtLS 


\ i 


C  Aaonror 


Nora:  Sehaduk  C-1  also  must  be  filed  with  this  return  if  compensation  in  excess  of  116,000  was  paid  to  any  officer  or  employee. 


SCHEDULE  D-COST  OP  BEPAIB8 

(See  Instruction  17) 

SCHEDULE    E— TAXES    PAID 

(See  lostmetioa  19) 

...«- 

(.Jw^ilSm 

1     ITKM* 

j  ..i*.-s=« 

ialaftM  and  w*«bs 

" 

t _ 

L 







SCHEDULE  P— EXPLANATION  OP  DEDUCTION  POS  LOSSES  BY  PIKE.  STOBM.  ETC.     (See  Instruction  20) 


: s J [» ' i 


4.  SruBQCtrr 
larsoTiMKim 


t.    DBTKBCUTloa 

ALLOW  ABLS  Sian 


Slate  how  property  was  acquired. 


SCHEDULE  G— BAD  DEBTS     (See  Instruction  21) 


SCHEDULE  H— INCOME  PBOM  DITIDENDS     (See  I 


11) 


»._. 


Otl. 


I.  Bao  DBMS 


SCHEDULE  I— EXPLANATION  OP  DEDUCTION  POB  DEPBECIATION     (See  Instruction  23) 


1.  Ka»  or  raorsBTT 
■IwtilcfwhkJi 


>.  Coer  OB  Miara  i   l»l> 

Valctb  v  AcqonKO  Pbwb 

TO  Tbat  Datb 


.1 


4.   AaiBT*  FULIT 
>BPBBaATBD  m  I' 81 

AT  Kao  or  Ybab 


i.  DBraariATioa  allowbd 
(OB  Allowablb) 
n  rama  YKABa 


C  RaiiAianio  Coai 
oa  Onaa  Bams 
TO  Ba  RaooTBBSli 


H-- 


r   Uril'fco  •  Eanatnaj 

la  Acrrav-     RsatinM  a  Dar«anAiK>a 

LATn»  Lirs  ra   ■   I  AlAtfVAat^  Tbb 

Daraaru-   I   »miu%%r*a  Ybaa 

SOB  I      OSYttA      j 


l:::^:i 


SCHEDULE  J— INTEBEST  ON  LIBEBTY  BONDS  AND  OTHEB  OBUGATIONS  OB  SECUBITIES     (See  Instructk>a  11) 


(a)  OMlBBttow  sf  a  State.  TwrrHarr.  or  poilttaal  mMtrMoo  th««>(.  «  th*  DMrtct  of 
C«iaBbte,OT  Dnifd  Sums  pnaiMlnni— 

W  piWlsll  ■  kmmd  Bil»  Fad— I  frnm  Loae  AM.  m  — dw  WMfc  As!  as  iiawilsd.., 
W  LftwgJHI^  Bcadm  sad  stlMr  oMUaUaes  of  Caitod  Sutas  tasoad  oa  or  balora  Bt^ 


m  OatfllMi  i«.lasliieaMlaim»  at  U»  tiiUad  Utatm  (oUmt  ttaa 


•   U 

Abocvt  n  EirBM 
or  EXKBrniMi 


J- 


I  I  t  I  I 
I  I  I  I  I 
I  1  I   I   I 


*      iiitti      I 

I    IllXIt    X 
XXIIXXX    I 


.lllltll    >Bl8BBtaB't 

I X L 


ofVlhNr  admtaMrtv  oatl 


APPIDATIT     (See  Instruction  60) 
,     _]K*V*5f. *""**"*•*'•'*•  !*•■*•*•'»*  (•»  '^•«  pree«dent,  or  other  principal  officer)  and  treasurrr  (or  a'wistant  treasurer,  or  chief  aeeountinic  ..tfl«r)  of  the  corporatioa 
for  which  this  return  is  made,  being  severally  duly  sworn,  each  for  khDwIf  depiNM^  and  sav<i  that  this  rrturn  (inclutljiarsila  »rcv>mi«anvit>K  '-.   .<>dalM  and  stateokcota, 
■  any)  has  b«»i  eumkied  by  him  and  is,  to  the  best  of  his  knowle.i^  ^A  belK-f,  m  tru«,  eorrr^-t,  and  cuaiptci«  rrtwrn/m^  in  frood  faith,  f  <r  tbe  taxable  year  stalad. 
to  the  B^ue  Act  of  Itt^A-yad  the  W^mlW"  isaueJu>ercuiuier  >-  j  t  /A 

8worntoi6diiibecribcdbe^j6e^y.W.TTdayof  A^_.t4^r»S^  /r^!^  ^-^*^"*^~J  ^ 


IconrmiATX  I 


(See  Inslrurtiuii  51^ 

I/we  swear  (or  affirm)  that  Vw»  prepared  this  return  for  the  person  named  herein  and  that  the  return  (inHudinc  ita  arcompanrinc  aei»id)es  aad  i 
if  any)  is  a  true,  convct.  and  eompiete  statement  of  all  the  information  respecting  tbo  income  tax  and, or  excess-profiu  tax  liability  of  the  i-^rsoa  for 
rstom  has  been  prepared  of  which  1/we  have  any  knowlctine. 

Sworn  to  and  subscribed  before  ma  this day  of ,  193     .  hLZLX^l'^*.  a.titA  ^v4« 


^£\ 
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-  'H 


1^>;       ■ 


F 


'.^jr]  or  TAX  APPEALS 

Oiv./^      rocKeT..gI/iJf 
lOMinco  w  EvmeiicE 

JUN  271938 

PETITIONiR'S  ^-^ 
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SEP  88  1934 
I     v...,.uu«r.  «s». 


aTw»,  ^■■*'-  "^    V    ib34  RETURN 

OF 

CAPITAL-STOCK  \ 


FOREIGN  COBPI 


ORIGINAL^ 

iiih    '      Cal.' 


2l£ 


■.]ri.filure.anl_Theatryj^^,ljLuMr.lA3......Li^^ 

imiiini.tl°?iy?^T^^^^^'^*^''"''*^^^*^'""'^^"°  Lane.    County  of  London.   t,ngiand. 
•  d  budoia  u  <M«I1  ..I°"~^cffi'lL.pS_UISL!"'. _.-t.C^ 


isMnm^PBDSINB 


«  or  THZ  TILDK  Of  THB  CAPITAL  EMPLOYED  IN  THE  TBANI 

r  UnileJ  8 
ect  to  atatutory  1 

r  July  1,  1933,  to  JiiBe  30,  1934,  lioth  d.tc  Incluiive,  uid  U  neither  the  1 
■       -  ■  ■.  Juoe  30,  1434.  both  (Ute.  Inclu 

/,/2/  'r^  :-L-tr' 

(COMPONENTS  Or  DECLAKED  CifttSL  (See  IWrBOCTlON  NO.  4) 

•  §-r...-..^.--.- .a_ 


rrt"^ 


BD  CA^l 


4BP 


O^' 


71 


mtm. 


VIT  OF  Tn-.'P 


ON  OF 


ION  FlCiuiiL  cc   ii.:J.TriCAL 


ST/.TE  OF  CALIFORIIIA   ) 
COUNTY  OF  LOS  AIJGELES  )  **• 


_    HERSCHEL  B.  GREET^  being  first  duly  sworn 

and  says  that  he  is  an  attorney  duly  licensed  to  practice  in  all     ' 

the  Courts  of  the  State  of  California,  and  authori*fd_tc  appear 

before  the  Treasurer's  Department  of  the  United  Stwczmw^   rxu-suant 
I 
to  card  of  admission  dated  September  30,  1932;  that  he  is  associated 

with  Loyd  Wright  in  the  general  practice  of  law  at  1125  boa^d  of 

Trade  Building,  Los  Angeles,  California;  that  Lotion  Picture  k 

Theatrical  Industries,  Ltd.,  a  British  Corporation,  to  the  best  of 

your  affiant's  information  and  belief  has  conducted  no  business 

to  date 'in  the  United  States;  that  said  Corporation»^^y  actiTities 

in  the  United  States  to  date,  to  the  best  of  your  aSSit's  inforiML- 

tion  and  belief,  consist  of  contracts  with  corporations  reducing 

motion  pictures  in  the  State  of  California,  ^erebv  said  British 

corporation  agreed  to  loan  the  services  of  an  actor  under  contract 

with  said  British  corporation  to  certain  producers  of  act ion  pictures 

in  the  State  of  California,  for  the  purpose  of  having  aaid  actor  appear 


as  such  in  certain  motion  pictures  to  be  produced  b; 


corporations 


producing  pictures  in  the  State  of  California;  that^J^fcddition  there- 
to, Loyd  Wright,  the  duly  authorised  agent  of  said  b|P^'^^  corporation, 
in  the  United  States,  is  negotiating  with  other  motion  picture 


-  2  - 


^^■^m 


corporations  in  the  State  of  California  for  contrao^HKlling 
appearance  of  said  actor  in  other  niotion  pictures  in  t&  United  States; 
that  said  negotiations  are  not  yet  completed  and  it  l»|l:  possible 


at  this  tiine  to  determine  what  income  said  British 


ration  will 


receive  by  reason  of  its  loaning  the  services  of  the  act  r  under  con- 
tract with  it  to  said  corporations  producing  picture*  i£  the  State 


of  California;  that  your  affiant  is  informed  and  bei 


that  said 


negotiations  will  be  completed  prior  to  September  29,  1£  4.  That 
neither  your  affiant,  nor  said  corporation,  has  received  a  copy  of 


the  capital  stock  tax  regulations  for  1934,  and  it 


possible  at 


this  time  to  ascertain  whether  or  not  said  British  corporation  will 
be  subjected  to  said  capital  stock  tax.   It  is  further  impossible  for 
said  British  corporation,  or  your  affiant,  to  ascertain  the  income  to 
be  received  by  said  British  corporation,  which  is  a  foreign  corporation, 
from  the  United  States  in  view  of  the  fact  that  certain  contracts  which 
are  now  in  the  process  of  negotiation  have  not  been  sigred;  that  yoxu* 


affiant  is  informed  and  believes  that  if  an  extensi< 


granted 


said  corporation  to  September  29,  1934,  for  the  purpose  of  filing  it« 
capital  stock  tax  return,  that  within  said  period  it  c«m  be  ascertained 
if  said  corporation  is  doing  business  in  the  United  Statrs,  and  if  it 
is  doing  business  in  the  United  States,  the  anoxint  of  the  capital 
stock  tax  it  will  be  required  to  pay,  under  the  1934jM':tal  stock  tax 
act,  and  in  view  of  the  fact  that  the  income  of  sai^oor*  oration  from 


the  United  States  ccuinot,  at  this  time  be  estimated,  it^  1 


-  3  - 


to  place  a  fair  and  reasonable  value  on  the  capita 

That  Loyd  'Aright,  the  agent  and  representative  of 

the  United  States  is  at  the  present  ti»e  absent  fr^ll  United  States, 

and  by  reason  of  this  fact,  your  affiant  is  compelled  fc   male  this 

affidavit  on  behalf  of  said  Loyd  Wright,  and  on  behaJof  said  corpora- 

tion,  as  the  only  representative  of  said  corporationli the  United 


ftid  corporation 
corporation  in 
United  States, 


States. 


Your  affiant  respectfull3r  requests  that  a^  extension 


be  given  said  corporation  for  the  filing  of .  its  capital  stock  tax 
return  to  and  including  September  29th,  Idzi.  -  — 


SUBSCRIBED  AND  SWORl^^  TO  BEFORE 


Kotary  Public  in  and  for  the  County 
of  Los  Angeles,  State  of  California. 


J 


^'^'hi- 


MrruRN  roRM  marked  "duplicate"  must  be  filed  with  this  original  return 


Form  1180 


CORPORATION  INCOME  AND  EXCESS-PROFITS  TAX  RETURN 


Pag«  1  of  Ret  am 


For  Calendar  Year  1935 


•V  Pli— 1  Y««r  b*vuii 


.  IMS.  and  MuUd . 


..  ItM 


FBINT  PLAINLY  OOBPOBAnON'H  NAMC  AND  BUaMaS  ADOEOM 

MOTION  PICTURB_ft  JaEAXRIC/4,  IWWSIRI3S   LP-'^^CT 


(SW«M  kaa  Bumbarj 


.JiQHDQN. 


(piat  ufflos  »ad  Blti*i 


^liaLAHD 


D<^  rf  Incorporathn A  ,prAl.Ji)^..lS3(t 

Urkkr  Mt  LdiM  </  wkai  SlaU  or  Country .£Q«;IiUld. 


s.     ^S 


i..-. 


445311 


IW  C«pmliH't  iMka 
H 


b  Cm  W JSfirp;2r.8LtlQZL. 


....Ihi»fttrAoiLA unii. 

(Abo  cbMk  Induitrtal  dlrlstoo  oa  pMn  IJ 


Abjj.Tft.addre.if. 

WR*»^C«,«»ie«r....Ua lfM,«IH«w.VUryC. 

i<N«r.«,fci<S«.*.A-»«ilWI«,mEKlirfi^(l«u««i«.n;Fr,«Cr«.l«^f 

SSI  •llh.ReT.M  Act  W  1934?    ..         Uo^,- (U m,  «  Uitf^il .«l«. •  F*.  IW  H it  U O.^} 


GROSS  INCOME 

1.  GroH  Sftlea  (where  inventoriM  are  Leaa  Retuma  and 

an  inoome-determining  factor),  $ ;  Ailuwancea,  I.... 

2.  LoM  Coat  of  Gooda  Sold: 

(a)  Inventory  at  b«cinning  of  year 


;  Net  Sa1m...|S 


(6)   Material  or  merchandiae  bought  for  manufacture  or  aalc 

(c)    Miaoellanooua  coata  (Fraoi  8ah«ial»  A,  Colamn  1): 
(1)  Balaricaand  (2)   Other 

wagea,  $ ;       coats,  S ;  TotaL. 


(d)  Total  of  lines  (a),  (6),  and  (c) 

(•)  Leaa  inventory  at  end  of  year 

8.  OroH  Profit  from  Salea  (Item  1  minua  Item  2) _ 

4.  Oroaa  Receipts  (where  invcntoriea  are  not  an  inoome-determining  factor}... 

6.  Leaaooat  of  opcratlona  (rraneciMdatoA.Coliimii2):  _  ,      .    ,  I  !  ! 

(o)  Salarieaand  (6)   Other    Por    SOhedul*  \       ,  J      , 

»,  $ ;    cosu,  $  ...attaohed.— ;  ToidL.J \....k6i..6l2i 


j$- I-.19qL.23 


6.  Qroaa  Profit  where  inventoriea  are  not  an  income-detcrminin((  factor  (Item  4  minus 

7.  Intereat  on  Loana,  Notea,  Mortgagea,  Bonda,  Banlc  Deposits,  etc 

8.  Boats _ 

0.  aoyaltiea. 

10.  Coital  Gain  or  Loaa  (Prm  ■gh»:oi:  O 

1  L,  Uam  2  (•)  (6)  uid  (7)) 


11  ! 

■■|..-ii6L.6ia-2k 

lU-mii; .1 )te 


)te....6lJL3: 


11.  Interest  on  Liberty  Bonds,  etc.    (rnuoi 

12.  Dividends  on  Stock  of: 

(a)   Doni'-stic  Corporations  subject  to  taxation  under  Title  I  of  Rt-venue  Act  of  1034 

(6)   Domeatio  Corporationa  not  subject  to  taxation  under  Title  I  of  Revenue  Act  of  1034. 
(e)  Foreign  Corporations... _ 

13.  Oti»er  Ineome  (BUUIL-Mureof  Inoome)  a'i«»ep«r«to»eb«!ul«.  lfiii«M«ry)... 

14.  Total  Incoim  in  Itbus  3,  and  fi  to  !.1.  inclusive 

r 

DEDUCTIONS 

16.  Compenaation  of  Offioers  (From  Sohwiuto  o 

18.  Rant  on  Buaineaa  Property 


DUPLICATE   FILED 
■   HhCKXVSD 

MAll^  R(V>M 


CftlKfO*  Of  ♦<Ht«*»t  tfyt«t»f 


17.  (Repairs  (rrom  Sch«)a)*  D):  (c)  SalariM  kod  WigM.  t ;|[»)  Oil  iWUUl  t.l.2..cB36. 

18.  Interest 

10.  Taxea  (From  adMduto  E)  ^ 

aO.  Loaaee  by  Fire,  Storm,  etc.    (From  6cb«iui»  F) 

SI.  Bad  Dobta(FTomBctwdu]aa);a]aobondadetermInedtoboworthleaaduringtaxableycAr  (Kipun 

22.  Dividenda  (ItMn  iiui  »«»»•)_ , 

83.  Depredation  (resulting  from  exhaustion,  \kTar  and  tear,  or  obsolescence)  (From  Schwlak  I)... 

24.  Depletion  of  Mines,  Oil  and  Gas  Wells,  Timber,  etc.    (Submit  sctwdui*.  m«  luirujUoa  34) 

25.  Other  Deduotiona  Authorised  by  Law  (ExpUio  baiow.  or  on  npwatc  fh«rt): 

(a)   Salariea  and  wages.    (No<  included  la  items  I,  S.  U.  or  17  •l>or«) 

(6)  Stock  determined  to  be  worthless  during  the  taxAblo  year 

(e)  

26.  Total  Dhductions  im  Itbiis  15  to  25 

27.  N«T  iNcoira  (Item  14  minus  Item  2<»> 


Tc  *L. 


^^. 


73 


jjtepil.^ 


COMPrTATION  OP  TAX 


\^^ 


^? 


F  xrm.  •  Faorm  TiX' 


>Z7.I 


S.  liMS  IntvMt  ea  UbvtT  Boods,  otc.  atvn  11)_ 

•et  to  looomo  Tu  (Item  »  minus  Item  V) „. 

Tmi(l3««r;oritrraM)  (or  1.'^%  or  Item  30. 1(  this  is  > 


•■ [  ^5,  6ia;55Jj«^N«i«.^^ 


Tm  PmJd  to  %. 
CoantTT  or  U.  8. 
by  •  Domasttc  Corpormlioa.  . 


i26^156l. 


Tu  ro-ir«utJM  (ii 


I  1»16&«9QC.  ■<U<IC-!  •VrtMd  tiJm  •( 
MorCMi  .<bo«n  :n  v:arc.i(jtt*i.«act  Iki  ivnra 


XU'S'     _6l3    S5_!      /               «-!;nl.il»lorr»<i.«h«»#n  in  v:«rcjnt«m«» 
^-^,  ---■■'■  i"^^!   /  f  *  T»v  rtia»Kl  Juur  *\  lilt*; .. 

-19'  -  -.7^7-1  35V^-  ^^ixoxx  Sa^)«■l  Ij  F.xrci>  ;vr&t>  Tu  (lun  U 
H  M.  Eic««-rrrfts  Tm  (S«^  of  lt»;n  y 


Nova.— Wbcrr  v\  •Ottatrd  p-v^up  < m  -««  I 
%  Date  ■  Kpar^te  I'uv^; .-- 


261    156' 7i* 


ggsaftOLaar 


^CM9H 


4- 


Sv'e 


Fm«  S  of  Retom 


BCHEDULE  K— BALANCE  SHEETS     (See  lartructloo  43) 


imo  or  Tazabli  Yba* 


E>0  or  Tii*ai«  Yl 


1.  OMh: 

(•)  Z>aiD«nd  dftpoetta,  ineludinfl  ehMka 

(6)  Tim*  depoeiU,  including  eertille»tM  of 
depoaiL — 

(c)  AU  otlior  OMh 

2.  Note*  receivable. 

S.  AooounU  receivable. 

(a)  LeM  reeerve  for  bMl  debts. 

4.  Inventorioa: 

(o)  Raw  materiak.^ 

(ft)   Work  In  prooeaa. „ 

(«)  FIniihed  goodie — 

(d)  Buppliea 


5.  InTeetmenta  (nontaxable): 

Ihebi 

m  ObUcaUoM  lOTMd  ukW  Fadtnl  Fann  Loui  Act,  or 
tutOm  meb  Act  m  iiifMtod 

(c)  lOmtj  SM%  Boodi  u>d  oUiar  obUfkUani  c*  Dnltod 

BUM*  tanwl  on  or  Mot*  BapUmlMr  1,  1917 

U)  TrwMirr  Not«.  Tr^Mory  nils,  aod  Trwnry  C«fUll- 

ekUi  o(  IiMM>t«liM« 

(()  LIlNrtr  t%  Kod  m%  hoiuif.  L'Dttod  BtaUs  Sivln«i 

Boodi,  utd  TiM»iiry  Boiuls 

If)  ObUntiaia  of  iMtnmncUlUlM  of  th*  UdJImI  Butm 

(othv  Ihaa  obUfkUooi  to  b*  raporUd  lo  Ua*  W  kbove) 

6.  Other  inveatmenta: 

(o)  Stocka  of  domeatlo  corporaliona. 

(6)   Bonda  of  domeatlo  corporationa 

(e)  Stocks  and  bonda  of  foreign  corporal lona.. 

(d)  All  other  inveatmenta  or  loana 

7.  Deferred  charges: 

(a)   Prepaid  insurance ~ 

(h)  Prepaid  taxca. _ 

(c)  AU  other 

8.  Capital  aaaett: 

(o)  Buildinga : 

(6)   Machinery  and  equipment 

(e)  Furniture  and  fixture* 

((f)   Delivery  equipment _ 

(«)  Other  deprociablo  aaaett 

(/)  Total  of  LiHza  (o)  to  («) 

Or)                   Leaa  reservea  for  depreciation — 
(A)   Depletable  aaaeta 

(0  Leaa  reaervca  fur  depletion. 

(j)  LmmL 

9.  PatenU _ 

10.  Good  wUL 

11.  Other  aaaeta  (describe  fuUy): 


la.  Total  Aaarra. 

LIABILITIBS 
It.  Notea  payable  (leas  than  1  year) 

14.  Aeeounta  payable _. 

15.  Bonda  and  notes  (not  aeoured  by  murtRagr) 

10.  Mortgagee  (including  bonda  and  note*  ao  aecured).. 
17 


$_. 


$-. 


n 


j_. 


8_. 


Accrued  expensea: 

(a)   Int«Tt»t 

(6)  Taxes 

(e)  AU  other„ 

IS.  Other  UabOitiea  (describe  fuUy): 

19.  Capital  stock: 

(s)  Preferred  atock  (leas  stock  in  treaaur>-). 

(h)  Common  atock  (leas  utock  in  treasury). 

iO.  Surplus. 

il.  Undivided  profits 

tt Total  LiABiLrma 


I« 

__:^  ^.- 

It 

availaMe  at  the  date   of  the  rr'^rvara*!  :r.  ^f  thi5   ret^.;m 


-c:i- 


f^  6     { 


SCHEDULE  L— SECONCIUATION  OF  NET  INCOME  AND  ANALYSIS  OP  CHANGES  IN  STSPLUS 


Pace  3  of  Betam 


PiBC*  4  of  B«twm 


SCHCDULE     A  (See  Iniiruetiona  3  and  6; 


LCMr«ri*LiS( 


AU  AN  DtCOMt-OeTUMOflMG  rACTOt)  L  COCT  OV  OrBKATKHtt  (ITHEU  INTOrTOUCS  ACE  NOT  AM  MCOML- 


SftWtea  and  wac""- 


(SbavmIhbA 


■CHKDULB  B— CAPITAL  GAINS  AND  LOSSES  (FBOM  SALES  OB  EXCHANGES  OKLT)    (See  Inetniction  10) 


i.  QmemtAim  ma 


«.  Majeb  I.  ini. 
Valob  V  AooriBm 
I  Tbat  Date 


7     CO»TO»  iMraOTB' 


•.  OAisoeLaa 


$ 


Oaoi  OB  Loaa  (enter  net  amoant  m  Item  10)  (eapital  loaaes  are  allowable  only  to  the  ertent  of  $2.000  plu«  capital  gaiiu)- 


8Ut«  (1)  how  property  was  aoquirad _ ;  (2)  whether  at  time  of  aak  or  exchange  purchaKr  owaad  nore  than  iO% 

in  vahM  of  jrour  outstanding  itoek '_»    l  - 

St«7  Mle  or  «»«n<K^f«g»  at  stock  abould  be  reported  in  detail,  including  name  and  addreaa  of  corporatioM,  c1m«  of  stock,  number  of  sbarea, 
inC  bads  (iftook  diridonds,  other  nontaxable  dividends,  stock  rights,  etc!). 

Coat  of  propof  ty  must  be  entered  in  column  6  if  a  loss  is  claimed  in  column  9.  

SCHEDULE  C— COMPENSATION  OF  OFFICERS     (See  Instruction  15) 


Notn:  Seheduk  C-1  IN  DUPUCATE  also  must  be  filed  with  this  return  if  compensation  in  exeees  of  » 15,000  was  i>cid  to  any.ofliecr  or 

■Bployee. 

BCHIDDUI  I^-COST  OF  BEPAIB8     (See  Instruction  17)                 ||                        SCHEDULE  E— TAXES  PAID     (See  iMtnictioo  19) 

1.  ITSMI 

J.  AMOCirr 
(Eatsr  u  Item  17) 

1.   ITSKS 

^'TSm 

flaUriiM  aiH  wt^rr 

$ 

1 

Othar  eoota. 

_ 



— 

SCHEDULE  F— EXPLANATION  OF  DEDUCTION  FOR  LOSSES  BY  FIRE.  STORM.  ETC.     fSe*-  Instniction  20) 


Saltaob  Vajxs 


L-_. 


state  how  pcopMiy  wm  aequlred. 


8CHBDULB  O— BAD  DEBTS     (See  Instruction  31) 


1«I. 
ItM. 


4.  Bad  Dtsn 


SCHEDULE  H— INCOME  FROM  DIYIDENIM     (See 


19 


SCHEDULI  I— EXPLANATION  OP  DEDUCTION  FOB  DBPBBaATION     (See  Instruction  S3) 


mvAovonasl 


'*SS. 


Fuur 
»jiVm 
rTBAB 


(Oa  MiAWABLS) 


«.  KsHAOmro  Cost 
oa  Otaaa  Bajm 
foBa  KaooTsaas 


1  that  this  rstum  (includmc  its  ac«ompan 
correct,  and  complete  rsti 


AFPIDATrr     (See  Instruetion  46) 

^  l^«i  *!>•  tUMlwilfnad,  ptwklant  (or  rioe  president,  or  other  principal  offloer)  and  trea 
•or  wfaMi  «hl*  ratom  la  miula.  being  aeveraUr  duly  sworn,  eaeh  for  himself  deposes  and  sa 
Mtty)  hM  bMoanmiiMd  by  him  and  la,  to  the  beet  of  his  knowledge  and  belief,  a  true,  con 
>  Aet  of  10S4  and  the  RagulaUons  Issued  tfS^ndar. 

•wow  to  ^  avl^bed  bif(f£^^^  .JaI^..  day  of  yijlfer^TSJi^. ,  l«li 


treasurer  (or  assistant  trrararrr.  or  chief  aecountinic  ^^AmH  of  1 

its  aMompanvinf  Kha^was  aad  alatemaa*^ 
fie  in  good  fajth,  f  >r  tte  tazatato  pear  ■>■>■<. 


■  •>a«r|  I  In    lianil     CMSiMM 


APPTOATIT     (Sae  InatrueUon  47) 


l/w»  awMT  (or  aOm)  that  Ifw  proparwl  this  return  for  the  pereoo  named  her«ln  and  that  the  wtum  OMludlag  It.  scconpanring  «1  »)ee  a^  i*.wjM«ts. 
Wmf)  li  a  trai,  eortwi.  and  oompMa  atatament  of  all  the  InfonaatkMi  raspaoting  tka  liMome  tai  and/or  iimei  pT^^flu  t*x  ItabUlty  of  u  -twa  for  whoa.  th«s 
Ntan  kM  baoa  proparad  of  whleh  I/wa  har*  any  knowledge 


I  any  knowledge 
■wwB  to  MMl  aubaoribad  before  ma  thU day  of 


IM 


.A£ri^T;Atjit^u*fli(i. 


4 
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I,  HAROLD  R.  VrflLLIAI.'S,  actinc  on  behalf  of  ?.!yron  Solznick 
^   Company,  Inc,,  9U60  Ynishire  Boulevard,  Beverly  Hills,  California 
as  advisor  for  Motion  Pict'ore  ^r.   Theatrical  Industries  Limited, 
affirm  that,  pursuant  to  instructions  received  from  Vr.   Loyd  ^Vri^-ht, 
111  WeF.t  Seventh  Street  Los  An^^eles,  Cali:ornia,  United  States 
attorney  for  Motion  Picture  'j:   Theatrical  Industries  Lirited,  I 
have  prepared  the  attached  return  coverinr  the  calendar  year  19?^; 
showing  a  net  income  of  '^^V-^^olP .^3   sJid  a  tax  liability  of 
f49,7'l7*?5  on  the  basis  of  infornation  furnished  by  Ix.   Loyd  '.'.right 
without  independent  verification  by  me;  that  the  information  set  cut 
in  the  return  and  accompanying  sched  .les  correctly  and  fairly  re- 
flects information  furnished  to  or  discovered  by  me  during  the  course 
of  the  preparation  of  the  return  and  that  the  said  information  is 
true,  to  the  best  of  my  information  and  belief. 


Subscribed  and  sv/orn  to 
before  me  this   /q 


day  of  /l^iAtA^it^       1936 


lix piles  r.itucii  SO,  . 


:^b 
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MOTIOH   PICTUSE  A  TH::JLTRICAL  nnPUSIUISS   LirlTLD 

19^S  FEDHtAL   IHCOliE  MP  EXCEES-T'HOFnS  TA:;  RBTbTiH. 

STAIHf-LMT   OF   lilOOl'E  AHD  EXfKl.'SE 


:HCOJSi 

Paranount  Productions,    Ino«  6,000.00 

20th  Century  Fox  Film  Oor;-oratlon  6^,000.00 

U»tro-flol<Jviyn-rjiyer  Stiidios  119,230.76 


OPEHSES: 
Salaries  paid  :    22,'lW.09\ 

Agents"   oo-TnlsstoM  19,921.23; 

Legal  fees  and  expenses  5,'403.J2 

Audit  fees  'lO.OO 

Advertising  777.50 

UiscellaneoUs  51.09 


SCiiEnULE   OF  TtL'.  ..'ITHHEID 


Productions,    Inc. 
aoth  Century-Fox  Film  GorporRtl 
Metro-Goldwyn-I.iayer  Studios 


^(u^-Jk 


:f^U 
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I!.^'<^. 


Twentieth  Century-Fox  Film  Corporation 


STUDIOS 
BEVERLY  HILLS.  CALlFOkKiA 


June  8,    1936 


Mr,   Charles  Laughton, 

%  Motion  Picture  c   Threatrioal 

Industries,   Ltd., 
8152  ounset   Boulevard, 
Hollywood,      California. 


^  ^,  ^  IncoriB   Tax  .Withheld 

Dear  Sir:  Re:      ^    ,       ,  ^  .^„^ 

Calendar  •  Year   1936 

This   is   to   advise  you  that  we  have  reported  to  the 
Collector  of  Internal  Revenue  for  the   Los   Angeles 
District,   total   salary  payments   of   .';65, 000.00  for 
the  calendar  Year  1935. 

We  have   also  reported   Alien   Income   Tax  ViTithheld 
on  such  salary  in  the   amount  of    $8,937.50,   which 
sum  has   since  been   paid   to  the   Collect->r   of  Inter- 
nal Revenue   on  your  account. 


Yours  very  trulv, 

rraMTI^TH   QENTITRY-^OX   FIU:  COR^ 


LJP:f 


^/ 
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M\ll\ 


r 


S         I         U        D       I       0        5 
C     U     L     V     E     R  ~  C    I     '     ^ 

i    t     O  «   N   I  A 


JiiTS   e,    1936, 


Collactor  of   IrVinel    Keveiiie 
939  So.    Broad  vQy 
Los   Angeles,   Ca   if. 


Gentlemen: 


This   i3   to  adv?.-e   yoji   '.hat    ''Jilr.'g   the 
caleriu^r  veir.r,    1:135,   we  paid    -"c    t>:  ;     oticn  Picture   aid 
Thsatric-il   Industries,    Lt.i.    ^cv    ti.e   jervjcovs  cf  L^^r.'^es 
Lau;?:hton,    tra   sim  of    ''•119,2:C.76   in  accordance   with   the 
H^V3nue    Act   of   V^Ti^.  ^   withheld    I.t-   b/4   parceiit,    or 
.n6,39^.24. 


Yours    tnily, 
PET^O-GOLCATN-Xiri:?  CO??. -HA":  101. 


J'-YFrlb 


1 


NO    AGREEMENT  OR    ORDER  WILL  BE    BINDING    ON    THIS   CORPORATION   LJNIESS    IN  WRlTINf,    AND  SIGNFD    BY  »S    .-rriCER 
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COMPTROLLER 


PAMAMOUNT  PlROBUCTEONS,nNC, 

PR.ODUCER.     OF 

^uramotuitVw^ 


^ ^:Wi9^.*f^ *^ 

|54gl  MARATHON  ST.I  '^ij^/*  \ HOLLYWOOD.  CALIF.f 

TeL^^MONC  [  j       cable  address 

HOLLYWOOD  1411  ¥  TAMFILM" 


OFnce  or  Juue     5,     13i6 

k.  C.  MARTIN 


Collector  of  Internal  Revenue, 
959  South  Broadway, 
Los  Angeles,  Calif. 

Dear  Sir: 

This  Is  to  certify  that  during  the  year  19o5 
we  paid  to  the  Motit-jn  Picture  and  Theatrical  Industries, 
Ltd.,  for  the  services  of  Charles  Laughton,  the  total 
sum  of  Six  Thousand  and  no/lOO  ($6000.00)  Dollars. 

In  accordance  with  the  laws  and  regulations 
pertaining  thereto,  we  have  withheld  thirteen  and  three- 
fourths  (I3|5t)  per  cent  of  the  above  amount,  to  wit: 
Eight  Hundred  I'wenty-five  and  no/lOO  (^8^5.00)  Collars, 
which  we  guarantee  will  be  paid  to  the  United  States 
Gk)vemment  pursuant  to  the  Revenue  Act  of  13o4. 

Yours  very  truly, 

PARa:A.)UNT  PRuD'JCTIviJi^^  INC. 


I  ^' 


^ 


COrAPTHOLLER 


G. 
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kpABTMlKT     ' 


RBOIIV 


,  1933 
1-.  Bt;v. 
Li;a,OAL.| 


1935  RETURN 

CAPITAL-STOCK  TAX 


FOREIGN  C0BP0RATI0N8 


TU>  remm  out  be  lied  i 
Jiilr*Jl°,*193B.  •n'dllie  Mi  mVit 


'"■■  imj 


:    1.  Nue _Mati.Qa.i!lctiKe..MiA.Tn«a.t.cieal..inS.iiat.ries,  ilHltei         .._._.      _    . 

I     >.  Addn. i:iS5..3a&xA..si..ST&STMSi7T^as^^£i^^is..  _    _  _ 

,     iBo«»oB.eioe.<«i.tA_T!ajfeBt_.B.QH.?.ej!!!S5^?^^^^EI'r5^^  of  I.nnrinn,  England 

4.  NXue  of  bu.lo.»  Id  d.t.11 Up.UoD. .  ?.lolm:'~.*".!°°!':.°'^"'!^.."'~°°" 


Dele  of  eloee  of  leit  li 


'='ss:Ss'?.^^fof"^'i;'S.''.ir,s?^h?:;;."i.^s^\^^^^^^ 

r„Lf-"" 

CdecU^ 

ADJBSTED  DECLARED  TALUX  OP  ENTIBE  CAPITAL  EMPLOYED  IN  THE  TBAN8AC 

Corporations  olfclming  exemptioD  l\ 

.  O  Corporation  c 
C$  FuinUb 


JfOocpontlOD  not  doing  biuinn 
^     lgwithra.perttom»kln«o; 


COMP.T.T.O.O,T.X 

r„.n„o,T^.™            jl          ,o.™o,i,„„„„ 

U=milnll.m8orit.m« 

, 

'■ 

ExemptiQti  cl 

,^ilrt   . 

See  afriaavl 

T  

U.  Pemltj  -rf      I-                       a      »r            J 

.... 

S.o„  U,  -ui  .u.^b«.  y«a»  .hi.  o^^^X^ "  — ^■^^- 
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i 


) 

COUIiTY  OF  LOS  Ah'GELES      ) 


says: 


LOYD  WRIGHT,  bein£;  first  dulv  sworn,  d 


That  i:otion  Picture  and  Theatrical  IndustrieB, 


Limited,  is  a  British  corporation  organized  and  exiCin-  un- 
der aiid  by  virtue  of  the  laws  of  Great  Britain;  that  said 
corporation,  during  the  taxable  year  in  question,  engaged 
in  no  activities  in  the  United  States  whatsoever  oth  r  thai, 
the  loaning  of  the  services  of  Charles  Lau,^hton,  an  t.ctor 
under  contract  with  this  corporation,  to  certain  notion  pic- 
ture producers  in  the  United  States,  for  whose  services  this 
corporation  received  the  sum  of  4238,370.18,  which  is  the 
entire  income  received  by  this  corporation  from  sources  with- 
in the  United  States  during  said  taxable  period;  that  of 
said  sum  so  received  said  corporation  p^id  Frank  Joyce-:^'ron 
Selznick-Ltd.,  a£;ents,  |23, 837.13,  or  an  equivalent  to  ten 
per  cent  of  the  gross  income,  $32,306.22,  to  Charles  ..augh- 
ton  as  compensation  and  livin-  expenses;  that  out  * 
sum  of  i238, 370.18  there  was  deducted  the  sum  of  f^-TA  ac^ 
which  sum  amounts  to  the  tax  paid  at  source  on  sa: 
that  in  addition  to  the  foregoing,  said  corporatl 
46,312.44  in  miscellaneous  expenses;  that  the  to_, 
and  disbursements  made  by  said  corporation  were  $1 


n 
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Whtoli      1'    n      M      rof      li.n.ni 


tion  of  vl4S^:'i  .    T  : 


that  of  thu  suiTi  of  ^32,oOG.i:2  paid  to  Charles  Lau  " 
was  deducted  and  withheld  therefrom  the  sum  of  $1, 
four  per  cent  of  the  incOi-rie  received  bv  the  said  Charles 
Lauf^hton  pursuant  to  tlie  revenue  Act  of  1S34;  that  thu  said 
Charles  Lau^^hton  is  a  subject  of  Great  iiritair*;  that  your 
affiant  is  the  duly  authorized  a'^ent  and  rerresentatlve  of 
x.4Dtion  lioture  and  Theatrical  industries.  Limited,  ir  the 
United  States  of  America;  that  exemption  is  clair.ed  from  any 
capital  stock  tax   for  the  year  ending  June  30,  1935,  for  the 
reason  that  said  corporaiion  is  not  and  did  not  en^af^e  in 
business  in  the  United  States  during  said  taxable  yer.r;  that 
said  corporation,  because  of  the  foregoing  facts,  does  not 
believe  it  is  required  to  declare  an  original  declared  value 
of  its  capital  stock,  for  the  reason  that  exemption  is 
claimed  from  said  capital  stock  tax,  and  should  said  corpor- 
ation be  compelled  to  declare  a  value  uror  its  capital  stock 
in  order  to  conform  to  the  capital  stock  tax  law,  it  is  the 
present  intention  of  said  corporation  to  declare  none.   This 
declaration  is  not  made  for  the  purpose  of  placinj;  a  >  nlua- 


tion  on  this  corporation's  capital  stock,  but  is 


merely 


to  conform  to  the  capital  stock  tax  act  in  the  eveH  this 
corporation  should  be  required  bv  law  to  make  a  do^Jbsrati 


of  the  value  of  its  capital  stock,  and  this  corporate 
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by  reserves  the  right  to  change  or  adjust  said  d«iclared  ral- 

ue  at  any  time  in  thf:  event  it  is  required  to  deolare  the 
value  of  its  capital  stock.  j 


(Signed)  Loyd  V/ri-ht 


Subscribed  and  sworn  to  before 


me  this  23rd  day  of  July,  1935 


(Signed)  Anita  Garrett 


I^otarj'  Public  in  and  for  the 
County  of  Los  Angeles, 
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^ 

1^ 

S'5'io^f, 

JUiM 

27 

1938 

— 

ITIONLf^ 

__EXh 

■bn  .K 

ii  uiyuL'  1  -s 
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■^^ 


RETURN  Tci:-t:rrr"" '   -";?! 

TSlU  RETURN 


EzSdfffON  DE^SO 


FOREIGN  COSP0BATION9 


ORipiNAL*  '' 


sBiiii '■^iSSiFiES^i^l?™^-''^'' 

r  Addna  — Vo^!L^.»r^^^^ffi'SS»S^|S^'taa«V  io»-An««l«»,^  5  _ 

t.  Beam  lOto  looM  M  __ ftT^jbot  Simii   -  qfi  St.   M«rWii'«   Ijm«     T.nntlrii      &n1.n.l 

(aiT«  MlMjnd  Dumbic.  dtr  01  Mwo.  tad  eouotrr) 

«.  N>tw  o<  bnalnea  In  deUil migSiAU. 


DKLASATION  OF  THE  TALDE  OF  THE  CAFITAL  EMPLOYED  IN  THE  TRANSACTION  OP  BUSINESS  IN  THE  UNITED  STATES 

>Jgol^I/-Brfoi«  deduilK  •  rtlua  to  thi  estin  c«pCUl  .mployed  In  the  tnuwlion  o(  biudoo  In  the  United  SUtea.  oueluUy  nvl 

ir  rou  fib  TOUT  iiwoaie-tu  ratunt  on  »  ulendnr  year  buis.  or  would  do  lo  11  subject  to  Income  tax,  deolnre  In  the  ipeoe  below  e  value  i 

for  Um  eottn  eiflltel  employed  Id  the  tnnnotion  of  Wneea  In  the  United  SUtee  u  of  December  31,  1933,  which  you  nie  willing  to  have  j 

•|'^^^;;i^r;s^g:;.^^a^;— '"— J i|. .igil  s^il 

(COMPONENTS  OF  DECLARED  CAPITAL  (See  INSTEDCTION  NO.  4) 

w"c.^!!u^,^"y1rtta'u3si.tei _.„ _.„ i.._l,iai,5Q£-55  - 


.  ToUl  t*x.  penalty  and  Jnterert 


J^l 


MmJM^ 


r.faT-fh .  1936  . 

MOTIi'i:   PIlV   F.L  4  TFIiATKICjL   li^ETHItE, 

Ml 


^. 


ORIGINAL    -^      J 

1935  RETURN  '    4^^^/ 

CAPITAL-STOCK  1Ki^i\/\  \         *— »'"«"".'»™»°  "/ 


lEIGNapRfciBjflbNS 

»» ^il  ll*Me..m  IMbUl  N,.  .1.)  .         I'M.!  •■" ii. 

•  cUnrBrir  Mllmor.,  Mi.  on  or  l>«focV'^  >1         /'    .tea  i^, 


_imiCai.PiCtaiE.4:..IHEAIE10AL.iKDnaTEIBa,..LlD»... 


^: 


,  HcM  ome>  loe»M  .t  — b..St^iuA..]ii^^^^^^'^^^j^^l^^^aLai.,.'tti^^^^-.-..^.L^.^.. 


C.OMr„T..,0»OPT», 

r„.«..„^.™ 

,..™»D„..^ 

1,168.00 

" 

^: J:\ 

IS.  T„.tr.t.o(»Uot«obfull«,                        (                ) 

140.88 

/ 

«.              Totu.  Tai,  P.».iTT.  A«»  I''T'?"T 

s 1.206.86 

__ 

__^ 

mtfoo,  for  whloh  thla  return  for  MpiUl-rtock  t4LS  imooeed  by  omUoo  701  of  the  Kevenue  '^'«°'j^^^^''^!  atoleS  attached  too? 
B  eMb  ud  every  pariicuiu.  ' 

NOXARY    PUBLIC-  \.l 


CO 


■  KBIDUU  L— INCBEIJE  OE  DECREASE  IN  0B08S  ASSETS  EMPLOVED  IN  THE  UNITED  STATES 


aCHEDDLB  n,— CHANCES  IN  THE  THANSITOBY  CAPITAL  ALLOCATED  TO  THE  UNITED  STATES  I 


!  TEANSACnON  OF  B 


H 
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CLAIM 


Tfu  CotUctor  wiU  i 


I        I   Betund  or  Tax  Illegaixt  Collbctbd. 

I  1    RiFDND  OF  AMOONT  PaID  FOB  STAMPS  UNDSrO,  i 

(        1   Abatkiiknt  of  Tax  AasEa^A  (not  appUcable  to  e 


BTAlBor 9.^1EfmL... 

{cOCNTTO,.....L9.?..^£9.?-.Ki.. 


«ser  Sf  Btampa....j?jlt?.?,.gj:?t."re  J 

>  address -A^Q-I^d-Jtriiiil^.; 


1  DSED  IN  EBROB  08  EXCBSS. 


COUCrTOR  or  INTf  RN,1L  RWENUE 
D'^TPTT  or  PtflVMNO 

Thi^TH*PI!fe6W«M, 


:1..7.th..at.^.-L?^..Ans?.l£r.,..CK.\}X 


The  deponent,  being  duly  fcworo  accordii 
•nd-UiAt  the  fftCtd  given  bejow  are  true  and  c 
1.  DUtrict  In  which  return  (i/  any)  was  filed. 


■r-"" 


■''■'■„ 


The  time  within  which  thifl  claim  may  be  legally  filed  expirea,  under  Section of  tbe  Revenue  Act  of  10 , 

The  deponent  verily  believee  that  this  claim  should  be  allowed  for  the  foUowIng  reaaooa: 

The  taxpayer  hea  heen  edvlced  thnt  tlie  Ccmmissionpr  of   Interntl  Pcvenue  is  prop^^lnf 
'  to  BPseEE  the  Income  tax  on  the  Income  rerorted  hy  ^he  corporntlon  for  the  yeor 
'  19f4  ecolnst  Charles  Laiighton,  en  Individual.  This  cltlm  if  filed  solely  to 
protect  the  right  of  the  taxpayer  to  a  refund  of  the  tax  alreedy  paid  bj-  It 
amounting  to  tl2,83S.J!  should  the  individual  he  compelled  to  pay  income  toy  ov 
the  Income  of  and  reported  bj-  the  corporation.  Thlr  claim  is  made  for  Jli, =;;..": 
or  such  {T-eater  tmount  es  ctn  be  legally  refunded  end  ifi  not  In  any  mi  nncr  :r 
agreement  or  assent  tc  any  proposed  cssepsncrt  Lg;,lnFt  tho  Individ-:;,!. 

PBOTOaUU  SOFT  OT  ] 


;  or  ITYOBMBI  IAS  FORWAiSED  TO  SmOfB   SEPTBIUBBH  20.1935. 
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BIAT.OF UMFP.am. 


"•8n>t.  500000-1939  U(t 

Motion  Picture  ami  Theatrical  Ind\i8trl«»,  Ltd 


The  amount  of  tl,e40.S9  for  which  this  cIlIji  ir  filed  represents  e       >- 
remittance  to  the  Collector  of  Internel  Fevfnve  t.lth  Foro  1041  of  tax 
withheld  on  the  salary  paid  to  Charles  Laughton,  and  a  dellr.  luent  penalt; 
thereon  of  1528.1-2.  Claim  foi  refund  Is  made  ujxin  advice  that  hss  been 
received  that  the  Commissioner  of  Ir.ternal  Revenue  proposes  to  assess 
the  Income  tax  on  the  Income  reported  bj-  the  corrorctlor.  aealnst  Charles 
Laughton,  an  individual  taxpayer.  Should  the  Individual  be  compelled  *o 
pay  income  tax  on  Income  reported  by  the  eorporftlon,  the  corporation 
will  have  no  liability  for  withholding  tax  or  nokinf  payment  thereof  t: 
the  collector.  This  claim  Is  filed  solely  to  protect  the  taxpayer's  rlfhts 
and  is  not  in  any  manner  an  ajreemtnt  or  assert  to  the  proposed  cssessient 
against  the  luiHvldual.  

noioaiAii  ooPT  or  four  or  iKOBHZT  us  ToauioiED  to  bossid  sift.  '20.1939. 


~Z^^S^^^^2a^AJ!ZrP^''^'^»^-'-''^ 
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CERTIFICATE 
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i 
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5- 

ToUl, 
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ToUl, 

U«Sli«». 

u  to  the  purehue  of  atanipo: 
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-^i- 

^ 

~'~"°"°"~° 
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:v_ 

_ _. 

Uj-^^ 


INSTRUCTIONS 


I  cUm.    Tbe  o*tb  will  be  ttdmlAlsteied  i 


Sithorily'rfSe  «dudIVn~d  ,■><>«  "eompior  llw  cl»lm.  provided  ■ 
b7  the  Kdooi^tod  lh.t  the  latter  U  «m  ertlng. 

l/VSofSe  tvi»7ei  U  »  coijKmllon.  the  clelm  aheU  be  •Igm 
the  offloer  herim  «>tl»Hty  to  •!«»  (or  the  cotpomtion. 


1  ud  Utie  of 


2^'R 

/'^^^O 
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CLAIM 


Tax  liability  per  return  filed  »19,7^7.?5 

Tax  withheld  per  letters  of  oonf  irmation 
attached  to  the  return  as  folloWB: 


Productions,  Inc. 
Twentieth  Century  Fox  Film  Corpo 
Metro-Goldwyn- Mayer 


825.00 
8,937.50 
16.?9'>.3U 


-/e^."' 


lle..."""^^^..- 


,i/. 


i?§u4^ 


i-u 


3(0 


% 


3'1 


STiI»  OF         CALIFORNIA 
ConKTT  OF_..L0S_.M.GELES. 


y' 


„.  COUtCTOl  or  IflTIBML  RtVEKUt 

L-i^v.  z^  1936 
^?-t:;-':a.A^ttoi^^!oiirtMtri  es ._ 


address  .£^^a_LDy!i.ici^j..lll.!lest.Se!iea.-J..,-.li-<^t^.io6-AB^l«s.,.. 


The  deponent,  being  duly  eworn  according  to  law,  deposes  and 
Dd  that  the  facta  given  tielow  are  true  and  complete: 
District  in  which  return  (If  anv)  was  file 


lent,  »_2£L>15fi^7.4.. 


cmenl  is  made  on  behalf  of  the  t»ip«Ter  name 

/  ij^  _._ 

form  (or  each  taiable  year)  from    JtnuLry    3^       .  igSS  .  to   JJfiCcmher  Sl„  1»  1 

IC£..tiX _  _         _  _       _ 

i  dates  ol  paymefti* '*!:''■    't    source   In  195S. 


(.  The  tlnw  within  which  t 


e  legally  filed  expires,  under  8 


The  taxpayer  has  been  advised  that  the  CommlEsloner  of  Internal  Eevenue  Isr  protcslnf 
to  assess  the  Income  tax  on  the  Income  reported  by  the  corporation  for  the  ytar 
19S6  against  Charles  Laughton,  an  Individual,  dlsregtrdlne  the  corporate  entity. 
This  olaijn  is  filed  solely  to  protect  the  right  of  the  taxpayer  to  a  refund  of  the 
tax  already  paid  bj-  it  amounting  to  t26,:E6.74  should  the  Individual  be  compelled  to 
pay  Income  tax  on  the  Income  of  and  reported  by  the  corporation.  This  claim  is  made 
for  »£6,1S6.74  or  such  greater  emoimt  as  may  be  legally  refunded  and  if  not  In  arj^ 
nanner  an  agreement  or  assent  to  any  proposed  assess- ent  tgainrt  the  Individ  t  . 

raoMaiAtf  ooFi  or  toid  or  iirosHiT  tis  »0RiiHiaD  to  tohku;  siptbcber  20,1935. 


3^2 


Pit 


S^r*/ 


3(13 


CLAIM 


I        I    Rrpund  op  Tax  Illerallv  CoLLErTED. 

I        I   Repuno  op  Amount  Paid  pon  Stamps  Umsed,  or  Tsed  in  Erroi 


State  OF CiUii.OiSU _.      | 

CoTOTV  or laZ.MmJSL _ 1 


purchaser  of  stninps.. 


-  txi^Mj-an.i«rt  7th.-5t^.  I*,  rflljyX-a,.  Caiftmifa 


d  (if  for  incoiiic  tax,  make  separate  form  fr.  II  J.iio'  !#  i  i  II.  :       Jtlce   SJ 

,ntof.>.c...n,cnt.  s.Il.pfl-i'iM.-i rc!:  18^  1- Si     nri  June  XI,  ICJC 

th.  UziMijar  hu  bMO  sdrlsed  th^t  tae  CooBlad  :>er  of  Intern.,!  Rerenue  Is 
proposing    o  tnm  >!.•  InaoM  t«.i  on  ttit  Incone  re  .3rt«l  bj-  t:i«  conjrct-on 
■(llnft  CkulM  Uj«ht<Ml,   ki!  IndlTlduxl,  -(l»r»ir.  rdln.    the   cot  .or  .U  er.lty. 
R-.«  laooai  of  tho  oorporutlon  wa«  a  m^f^rl  1  factor  in  <J«t  rolnlns  to-  statad 
Talu*  of  lu  ««plUl  gtoci  far  pupposM  of  the  e»-jlta  stock  tax.     Shoj  .-  'Jio 
Udinduil  W  ooapoUad  ta  re  ort  ..nd  p./  Inco.e  tu  sn   lt>=  IncM  re  ort-d  by 
the  coppopotlon  and  the  ear  oration  denied  the  rltbt  to  re»rt  this  lnco«..  It 
li  elalMd  that  the  corporation  etU  hiTe  no  liability  for  the    >  rrant  of  any 
••Plt^  stock  tu  end  is  entitled  to  a  refund  of  .11  cp'thl  stock  Ua  okW 
tocrttaer  with  eay  anl  «U  Intorest  or  ,.-er«ir.es  thoreMi'. 


„^......^.,Mo;j[g>.^j;^ggI^^^ND^^riTni- 


"i£ft«°''o«ipriitt " ■.. .  I  ,  e.  n  ,    . 


3n4 


» 


3(;5 


i 


CLAIM 


l,l„ck  bilotr  Uie  kind  at  chin. 


I         I    Kep.:»,,, 
I  I    RErUND  ( 

[ZDa. 

State  of AlilTiJUIlt.  . 

County  oF-....y»?...»l!.QSUES  . 


Business  address.. 
Residcnrc 


V    .n?..TkMtr!..?<,.l..to!.:»!iriflS,.J 
Ntt.  .Ui..ijOjt..E»»Dnti^.rtccj>t,.J 


0  facta  given  below  p 


"•^a  c. 


1,  i.re 


Tha  tkzpiyer  hus  bean  udTli«d  thi-t  th»  CooBlsaio  .-r  of  Irtemi.l  FerMnje  1» 
propoaloe   to  assasa   tj.e  inccne   Uy.  on  tu :   Incoat.   ru--^rt«d  by     ne  cor,  or«tloB 
•«ala«t  Uiu-Xm  Uugbton,  .n  IndlTldu^l,  dl3r*gi.rdin,'  the  criori^te  snt^ty. 
Dm  IneoiM  of  th*  eor-wrntlon  ras  s  -utarl.l  factor  !n  d^tenlnliu   tho  atkt«d 
valu*  ot  Its  oa;jltttl  5t3cl  for      .rposM  of  tfcs  m  Ital  stock  tii.     Should  th« 
ladlTldiuJ.  b*  eoapallad  t     ra.ort  ood  p-;  Ineoae'  tu  on  tha  l-ieoca  reiortad  hgr 
tha  cerporntloB  <ind  tha  cororiitloo    danlad  the  rlfi-    to  r«  ort  this  Ir.co-e,  I 
la  alalmad  th..t  tl.e  corporutlon  .111  h»Ta  no  llibl  Ity  f-r  tha  y.jraent  of  -ny 
ca;>lt<il  atock  tax  uid  li  antltlad  to    .  raf  nd  of  »U  capital  atocx  tax  peld 
tofatbar  altta  aaj  and  all  Intaraat  or  pansltlaa  theraon. 


Tt»  Attorney-in-fact 


inlt*  Oarratt 


3(^6 
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CLAIM 


Th»  CMI«clor  irtlt  I 


C3 

I       I  Bmund  o»  Amount  Paid  roii  Stamps  Unuud.  o>  U«d  m  Eaaoit  o>  Eictan. 


State  or  _CiIjrMnA 
CODNTY  OF M«.  *M1 


)™"l"l™lb...O«!iM^?!™V'  -•*'*•  *°«^' 


e  form  for  each  i 


July  1 


.-.T1Q.0Q ,d.te.ofp.,„,c„:        3.  t.    H,   I9ri 


rbe  depoDCDt  verily  believes  that  tim  claim  should  be  allowed  for  tiju  follu^vll.K  r(.no"ii>: 

Ito  tasparw  feaa  bxa  4iiTlMd  that  th«  CoaalMlonw  of  Internal  Fmnua  li  propodof 
to  mm  th*  liiiwi  tu  oa  ttw  lj«a«n  reported  by  th*  corpora tlos  Against  Cb&rlM 
Uu^taB,  am  ladlTldoal,  dl«r«fudia(  th*  eorporota  antlty.     Tha  taiMae  of  th« 
■■I— allw  warn  a  MtarUl  faetor  la  dateral&lnf  th*  atoted  ralje  of  Ita  uplUl 

•aplta  stack  tax.     Should  thr  ladlTldUBl  ba  eoapallad  to 
«  tha  Ineoae  rsportad  hj  the  cor.joratlOD  end  tha  oorporatlw 
ifflTJ  tk*  rl^iht  to  raport  thla  inooaa.  It  la  cl&laad  tlvit  the  corporatloo  rill  bAva 
•>  UaklUtgr  for  tha  paVMnt  of  ear  capital  stock  tu  uid  la  antltlad  to  a  refjad  of 
all  capital  cteA  tas  paid  togatbar  >tth  a^  idd  all  Lctarsat  or  paoaltlaa  thar«>B. 


S'P"^-  By-     Lo^^d  Wright 


.9th d.y  of ....  Jlftsember. 

Anita  Garrett 


Its  Attorney-in-fact 
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PETITIONER'S  EXHIBIT  16 

Treasury  Department 
Washington 

Office  of 
Commivssioner  of  Internal  Revenue 

Address  Reply  to 
Commissioner  of  Internal  Revenue 
and  Refer  to 
MT:CST:CWC 
516133 
CI  :CST-15643-1 5644-1 5645 

Jan.  13,  1937. 
Motion  Picture  and  Theatrical  Industries,  Ltd., 
c/o  Loyd  Wright, 
111  West  Seventh  Street, 
Los  Angeles,  California. 

Gentlemen: 

Consideration  has  been  given  to  your  chiims  filed 
for  the  refund  of  $1,294.58,  $1,220.37,  and  $750.00 
representing  capital  stock  tax  and  interest  paid  for 
the  years  ended  June  30,  1934,  June  30,  1935,  and 
June  30,  1936,  respectively. 

The  claims  are  based  on  tlie  contention  that  th(^ 
Commissioner  of  Internal  Revenue  is  pro])osiuu-  to 
assess  the  income  tax  on  the  income  re})orted  by  the 
corporation  against  Charles  Laughton  as  an  indi- 
vidual, disregarding  the  cor])orate  (Mitit>'.  Tliere- 
fore,  the  corporation  should  havc^  no  liability  t\n' 
the  payment  of  any  capital  stock  tax. 
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The  evidence  of  record  discloses  that  the  corpora- 
tion was  organized  under  the  laws  of  Great  Britain 
on  April  30,  1934.  Under  date  of  May  4,  1934,  Mr. 
Charles  Laughton  entered  into  a  contract  with  Mo- 
tion Picture  and  Theatrical  Industries,  Ltd.,  under 
which  that  company  was  to  have  the  exclusive  right 
to  sublicense  and  loan  his  services  for  a  period  of 
five  years  at  a  stipulated  weekly  salary.  Under  the 
terms  of  this  agreement  the  corporation  is  entitled 
to  all  of  Mr.  Laughton 's  earnings  after  the  date  of 
the  contract.  Thereafter  the  corporation  entered 
into  contracts  with  certain  American  companies  for 
the  services  of  Mr.  Laughton  and  collected  the 
amounts  payable  thereunder.  It  also  paid  the  stip- 
ulated salary  of  Mr.  Laughton,  agent's  commission 
on  the  basis  of  10  per  cent  of  the  gross  income,  and 
other  miscellaneous  expenses.  In  the  year  1934  the 
gross  income  under  the  various  contracts  from 
sources  within  the  United  States  amounted  to  $93,- 
333.33,  and  in  1935  it  amounted  to  $238,370.18.  The 
corporation  also  maintained  an  agent  in  California 
for  the  purpose  of  conducting  its  United  States 
business. 

The  capital  stock  tax  is  an  excise  tax  imposed 
upon  foreigTi  corporations  with  respect  to  carrying 
on  or  doing  business  wdthin  [220]  the  United  States. 
The  tax  is  imposed  upon  the  exercise  of  the  privi- 
lege of  doing  business  in  a  corporate  form.  Ordi- 
narily the  same  activities  which  would  subject  a 
domestic  corporation  to  the  tax  will  also  subject  a 
foreign  corporation  to  the  tax. 
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The  activities  referred  to  above  clearly  constitute 
carrying  on  or  doing  business  within  the  United 
States  during  the  years  ended  June  30,  1934,  June 
30,  1935,  and  June  30,  193().  It  is  immaterial  as  far 
as  the  capital  stock  tax  is  concerned,  whethei-  the 
activities  of  the  corporation  result  in  earnings 
chargeable  to  it  for  income  tax  j)urposes,  or  whether 
such  earnings  are  considered  to  be  those  of  its  prin- 
cijjal  stockholder.  The  status  of  a  foreign  cor])()ia- 
tion  for  the  purpose  of  capital  stock  tax  is  depend- 
ent upon  its  actual  activities  carried  on  within  the 
United  States.  It  is  also  immaterial  as  to  whether 
the  activities  carried  on  by  the  corporation  re- 
sulted in  profit  or  gain  on  its  own  account.  Even 
though  the  corporation  is  held  to  be  the  agent  of 
Charles  Laughton  for  income  tax  purposes  and  any 
income  earned  by  it  is  in  fact  the  income  of  the 
I)rincipal  stockholder,  the  status  of  the  corporation 
as  far  as  doing  business  within  the  United  States 
lor  capital  stock  tax  purposes  would  not  be  changed. 

Your  claims  for  refund  are  rejected  in  full. 
Respectfully, 

GUY  T.  HELVERING, 

Commissioner. 
By:  D.  S.  BLISS, 

Deputy  Conunissioner. 
cc-Los  Angeles,  California. 

[Endorsed]:  Petitioner's  Exhibit  1().  Admitted 
in  evidence  June  27,  1938.  [221] 
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PETITIONER'S  EXHIBIT  17 

Treasury  Department 
Washington 

Office  of 
Commissioner  of  Internal  Revenue 

Address  Reply  to 
Commissioner  of  Internal  Revenue 

and  Refer  to 

MT:CST:AF 

516133 

Apr.  1,  1938 
Motion  Picture  and  Theatrical  Industries,  Ltd., 
c/o  Loyd  Wright, 

111  West  Seventh  Street, 
Los  Angeles,  California. 

Gentlemen : 

Reference  is  made  to  your  capital  stock  tax  re- 
turn, Form  708,  filed  for  the  taxable  year  ended 
June  30,  1937,  and  to  your  claim  for  exemption  from 
the  tax  on  the  ground  that  your  corporation  was  not 
carrying  on  or  doing  business  in  the  L'nited  States 
\\dthin  the  meaning  of  the  law  and  regulations  dur- 
ing the  year  under  consideration. 

Based  on  the  evidence  contained  in  the  affidavit  of 
Mr.  Loyd  Wright,  submitted  as  supporting  evi- 
dence, your  claim  for  exemption  from  the  capital 


vs,  Charles  Laiighton  313 

stock  tax  for  the  taxable  year  ended  June  30,  1937 
is  allowed. 

By  direction  of  the  Commissioner. 
Respectfully, 

D.  S.  BLISS, 
Deputy  Commissioner. 
cc-Los  Angeles,  Cal. 

[Endorsed]:   Petitioner's   Exhibit   17.    Admitted 
in  evidence  June  27,  1938.  [222] 


PETITIONER'S  EXHIBIT  18 

Great  Britain  and  Northern  Ireland. 
London,  England. 

Consulate  General  of  the  United  States 
of  America — ss. 

I,  James  E.  Callahan,  Vice  Consul  of  the  United 
States  of  America  residing  at  London,  England,  do 
hereby  make  known  and  ceii:ify  to  all  whom  it  may 
concern  that  Wilfrid  Maurice  Phillips,  who  hath 
signed  the  annexed  certificate,  is  a  notary  public 
duly  admitted  and  sworn  and  practising  in  the  city 
of  London,  England,  and  that  to  all  acts  by  him  so 
done  full  faith  and  credit  are  and  ought  to  be  given 
in  Judicature  and  thereout. 

In  Testimony  Whereof,  I  have  hereunto  set  my 
hand  and  affixed  mv  seal  of  Office  at  Loudon  afore- 
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said,  this  first  day  of  June,  in  the  year  of  our  Lord 
One  Thousand  Nine  Hundred  and  thirty-eight. 
[Seal]  J.  E.  CALLAHAN, 

Vice  Consul  of  the  L'nited 
States  of  America  at  Lon- 
don, England. 
[American  Consular  Service  Stamp  $2]   [223] 

To  all  to  whom  these  Presents  shall  come,  I,  Wil- 
frid Maurice  Phillips,  of  the  City  of  London,  No- 
tary Public  duly  admitted  and  sworn,  do  hereby 
certify  that  the  signature,  '^F.  M.  Guedalla'\  sub- 
scribed to  the  annexed  Document,  is  of  and  in  the 
true  and  proper  hand  and  handwriting  of  Florance 
Montefiore  Guedalla  to  me  known  and  Iviiown  to  me 
to  be  a  Solicitor  of  the  Supreme  Court  of  Judicature 
in  England  and  Chairman  of  Motion  Picture  and 
Theatrical  Industries  Limited,  a  Com]3any  duly  in- 
corporated and  registered  in  accordance  with  Eng- 
lish law  and  having  its  Registered  Office  at  115 
Chancery  Lane  in  the  County  of  London,  England. 
And  I  further  certify  that  the  signature,  ^^F.  Car- 
penter'-, also  subscribed  to  the  said  annexed  Docu- 
ment, is  of  and  in  the  true  and  proper  hand  and 
handwriting  of  Frank  Carpenter,  to  me  known  and 
known  to  me  to  be  the  Secretary  of  the  said  Com- 
pany, And  I  further  certify  that  the  Seal  affixed  to 
the  said  Document  is  the  Common  Seal  of  the  said 
Company.  And  lastly  I  certify  tliat  such  signatures 
and  Seal  were  so  subscribed  and  affixed  on  the  day 
of  the  date  hereof  in  my  presence. 
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In  faith  and  testimony  whereof,  I  have  hereunto 
set  my  Hand  and  Seal  of  Office. 

Dated  in  London  this  Thirty-first  day  of  May,  in 
the  year  of  our  Lord  One  thousand  nine  hundred 
and  thirty-eight. 

[Seal]  WILFRID  M.  PHILLIPS, 

Not.  Pub.  [224] 

I  have  had  the  attached  documents,  being  copies 
of  the  Minutes  contained  in  the  Minute  Book  of  the 
Motion  Picture  &  Theatrical  Industries  Limited  (of 
which  I  am  Chairman)  carefully  copied  and  exam- 
ined by  the  staff  of  my  office,  I  being  a  Solicitor. 
I  myself  have  checked  various  copies  with  the  orig- 
inal Minutes  to  see  and  have  ascertained  that  these 
particular  copies  have  been  correctly  copied,  and  I 
am  assured  by  my  staff  and  I  believe  that  all  of  the 
attached  copy  documents  are  a  correct  replica  of 
the  Minutes  contained  in  the  Minute  Book  of  the 
Company. 

The  said  copy  Minutes  also  include  the  Minutes 
of  the  three  Annual  General  Meetings. 

The  original  Minute  Book  has  to  be  ke]^t  at  the 
registered  office  of  the  Company,  115,  Chancery 
Lane,  in  the  City  of  London,  for  the  every  day  ])ur- 
])oses  of  the  Company,  including  the  access  thereto 
of  the  Auditors  of  the  Company  and  for  production 
to  Oovei'ument  officials  or  third  parti(\s  whenever 
so  required,  and  it  would  not  be  right  to  allow  a 
Minute  Book  of  this  character  to  leave  London, 
much  less  to  leave  the  British  Isles. 
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The  Seal  of  Motion  Picture  &  Theatrical  Indus- 
tries Limited  has  been  hereto  affixed  in  the  presence 
of: 
[Seal]  F.  M.  GUEDALLA, 

Chairman  and  Solicitor. 
F.  CARPENTEE, 

Secretary. 
31st  May,  1938 

N.B. — Under  Section  33  of  the  Companies'  Act, 
1929  any  document  or  proceeding  requiring  verifica- 
tion by  the  Company  may  be  signed  by  a  Director, 
Secretary  or  other  authorised  official  of  the  Com- 
pany, and  need  not  be  under  its  Common  Seal.  [225] 

Motion  Pictures  &  Theatrical  Industries  Ltd. 

MINUTES 

of  the  First  Meeting  of  Directors  held  at  7,  Park 
Crescent,  Portland  Place,  London,  W.l.  on  Wednes- 
day, the  2nd  day  of  May,  1934,  at  12 :15  p.m. 

Present :  Mr.  F.  M.  Guedalla 
Mr.  F.  B.  Guedalla 
Mr.  R.  H.  Shipley 
In  attendance :  Mr.  C.  Laughton 
1.     It  was  proposed  by  Mr.  R.  H.  Shipley  and 
seconded  by  Mr.  F.  B.  Guedalla  and  it  was 
Chairman. 

Resolved  that  Mr.  F.  M.  GuedaHa  be  appointed 
Chairman  of  the  Company. 


vs,  Charles  Laitghtou  317 

Registration  Certificate  of  Incorporation. 

2.  The  Solicitors  reported  the  Registration  of 
the  Company  and  the  Certificate  of  Incorporation 
No.  287524  dated  30th  Aj)ril  193-t  was  produced. 

Memorandum  and  Articles. 

A  print  of  the  Memorandum  and  Articles  of  Asso- 
ciation was  also  produced. 

Registered  Office. 

3.  It  was  proposed  by  Mr.  F.  M.  Guedalla  and 
seconded  by  Mr.  F.  B.  Guedalla  and  it  was 

Resolved  that  the  Registered  Office  be  situate  at  6, 
Talbot  House,  98,  St.  Martin's  Lane,  London,  W.C.2. 

Bankers. 

4.  It  was  i)roposed  by  Mr.  F.  M.  Guedalla  and 
seconded  by  Mr.  R.  H.  Shipley  and  it  was 

Resolved  that  a  Banking  Account  for  the  Com- 
pany be  opened  with  the  Midland  Bank  Ltd.,  at 
their  Covent  Garden,  20,  Bow  Street  Branch  and 
that  the  Bank  be  and  is  hereby  empowered  to  honour 
Cheques,  Bills  of  Exchange  and  Promissory  Notes 
drawn,  signed,  accepted  or  made  on  behalf  of  the 
Company  by  Mr.  F.  M.  Guedalla,  or  alternatively 
by  any  two  of  the  Directors,  and  in  all  cases  counter- 
signed by  the  Secretary,  and  to  act  on  any  instruc- 
tions given  by  the  persons  so  authorised  with  ve- 
gard  to  any  accounts  or  transactions  [226]  of  the 
Company. 

Auditors. 

5.  It  was  proposed  by  Mr.  F.  M.  Guedalla  and 
seconded  by  Mr.  Shipley  that  Messrs.  Price  Water- 
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house  &  Co.  of  3,  Frederick's  Place,  Old  Jewry, 
London,  E.C.2.  be  and  they  are  hereby  appomted 
Auditors  to  the  Company  at  a  remuneration  to  be 
fixed  with  them  hereafter. 

Solicitors. 

6.  It  was  proposed  by  Mr.  R.  H.  Shipley  and 
seconded  by  Mr.  F.  B.  Guedalla  that  Messrs.  F.  M. 
Guedalla  &  Co.  of  Grand  Buildings,  Northumber- 
land Avenue,  London,  W.C.2.  be  and  they  are  hereby 
appointed  Solicitors  to  the  Company. 

Secretarv. 

»/ 

7.  It  was  proposed  by  Mr.  F.  M.  Guedalla  and 
seconded  by  Mr.  F.  B.  Guedalla  that  Mr.  William 
C.  Oswald  be  and  he  is  hereby  appointed  Secretary 
to  the  Company. 

Seal. 

8.  It  was  proposed  by  Mr.  F.  M.  Guedalla  and 
seconded  by  Mr.  R.  H.  Shipley  and  it  was 

Resolved  that  the  seal  as  produced  an  impression 
whereof  appears  in  the  margin  hereof,  be  and  is 
hereby  adopted  as  the  Common  Seal  of  the  Com- 
pany and  that  documents  requiring  the  Seal  of  the 
Company  shall  be  sealed  in  the  presence  of  one  Di- 
rector and  the  Secretary  or  some  other  person  ap- 
pointed by  the  Directors. 

(Seal) 
Keys  of  the  Seal. 

It  was  further  Resolved  that  the  keys  of  the  Seal 
be  in  the  custody  as  to  one  set  thereof,  of  the  Chair- 
man, and,  as  to  the  other  set,  of  the  Secretary. 
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Allotment  of  Shares. 

9.  It  was  i)rox)Osed  by  Mr.  F.  M.  Guedalla  and 
seconded  by  Mr.  R.  H.  Shipley  and  it  was 

Resolved  to  allot  to  the  following  persons  the 
number  of  shares  set  ox)posite  their  names: 

Francis  Basil  Guedalla  (signatory)  1. 

Edith  Joseph  (signatory)  1. 

Florance  Montefiore  Guedalla  1. 

Ronald  Harry  Shipley  1. 

[227] 

It  was  proposed  by  Mr.  F.  M.  Guedalla  and  sec- 
onded by  Mr.  R.  H.  Shipley  and  it  was 

Resolved  that,  the  same  having  been  paid  in  full 
5,996  shares  of  £1  each  be  allotted  to  the  following 
})ersons  named  in  the  applications  submitted  to  this 
Meeting  and  for  the  purpose  of  identification  sub- 
scribed by  the  Chairman  thereof,  and  so  that  the 
first  named  joint  allottee  be  allotted  the  number  of 
shares  set  opposite  his  name  as  hereinafter  appears 
and  that  notification  of  such  allotment  be  given  to 
the  respective  allottees: 

Florance  Montefiore  Guedalla  )         .  ^^.^ 

Ronald  Harry  Shipley  )        ^'^^ 

Ronald  Harrv  Shiplev  )        .,  ^^^ 

Edith  Joseph  ^  )        ^'^^^^^^ 


Francis  Basil  Guedalla  ) 

William  Crawford  Oswald  ) 

Gerald  Spyer  ) 

Edith  Joseph  ) 


500 
496 
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Share  Certificates. 

10.  It  was  proposed  by  Mr.  F.  M.  Guedalla  and 
seconded  by  Mr.  R.  H.  Shipley  and  it  was 

Resolved  that  the  seal  of  the  Company  be  affixed 
to  Share  Certificates  Numbered  1  to  4  inclusive  for 
4  shares  and  to  Certificates  Numbered  5  to  8  inclu- 
sive for  5996  shares. 

Quorum. 

11.  It  was  proposed  by  Mr.  F.  M.  Guedalla  and 
seconded  by  Mr.  R.  H.  Shipley  and  it  was 

Resolved  that  two  Directors  shall  be  the  quorum 
for  a  Board  Meeting. 

Books  of  the  Company. 
Telegraphic  Address. 

12.  It  was  resolved  that  the  Secretary  be  in- 
structed to  obtain  the  necessary  books  etc.  for  carry- 
ing on  the  Company's  business  and  to  attend  to  the 
necessary  arrangements  with  the  Bank  and  to  make 
application  for  a  telegraphic  address.  [228] 

Service  Agreement. 

13.  The  matter  of  a  service  agreement  between 
the  Company  and  Mr.  Charles  Laughton  was  dis- 
cussed at  length  and  it  was  resolved  to  instruct 
the  Solicitors  to  prepare  a  Draft  Agreement  forth- 
with for  the  consideration  of  the  Directors  and  Mr. 
Laughton  tomorrow  with  a  view  to  completion  on 
the  4th  inst. 

There  being  no  other  business  the  proceedings 
then  terminated. 

(Sgd)  F.  M.  GUEDALLA 

Chairman. 
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MINUTES 

of  the  Second  Meeting  of  Directors  held  at  7,  Park 
(h'escent,  Portland  Place,  London,  WJ.  on  Thurs- 
day the  3rd  May  1934  at  3.0  p.m. 

Present:  Mr.  P.  M.  Guedalla — (-hairman 
Mr.  F.  B.  Guedalla 
Mr.  R.  H.  Shipley 

In  attendance:    Mr.  C.  Laughton 

Mr.  W.  C.  Oswald — Secretary. 

The  Minutes  of  the  previous  meeting  were  read, 
confirmed  and  signed. 

Approval  of  Service  Agreement. 

14.  The  draft  Service  Agreement  between  the 
Company  and  Mr.  Charles  I^aughton  was  discussed 
in  detail  and  finally  approved.  It  was  proposed  by 
Mr.  P.  M.  Guedalla  and  seconded  by  Mr.  R.  H. 
Shipley  and  it  was 

Resolved  that  the  same  be  engrossed  and  that  any 
two  Directors  be  empowered  to  sign  same  on  behalf 
of  the  Company. 

Notice  of  Assignment  to  London  Film  Productions 
Letters  re  Service  Agreement 

The  Solicitors  w^ere  requested  to  write  to  Myron 
Selznick-Frank  Joyce's  Companies  in  Los  Angeles 
and  London,  also  to  Mr.  Loyd  Wright  about  carr}- 
ing  the  Service  Agreement  between  the  Company 
and  Mr.  (^harles  Laughton  into  effect,  and  to  give 
notice  to  London  Film  Productions  of  the  Assign- 
ments of  the  benefits  of  anv  monies  arisino'  from 
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the  contracts  entered  into  by  Mr.  Charles  Laughton 
with  the  London  Film  Productions  dated  [229]  the 
3rd  Xovember  1933  and  the  26th  February  1934. 

Legal  Charges. 

16.  It  was  proposed  by  Mr.  R.  H.  Shipley  and 
seconded  by  Mr.  F.  B.  Guedalla  and  it  was 

Resolved  that  the  sum  of  £250  be  paid,  to  the 
Company's  Solicitors  generally  on  account  of  their 
charges  and  disbursements. 

There  being  no  other  business  the  proceedings 
then  terminated. 

(Sgd)  F.  M.  GUEDALLA. 

Chairman. 


MINUTES 

of  the  Third  Meeting  of  Directors  held  at  7,  Park 
Crescent,  Portland  Place,  London,  W.l.  on  Friday 
the  4th  May  1934  at  10.30  a.m. 

Present:  Mr.  F.  M.  Guedalla — Chairman 
Mr.  F.  B.  Guedalla 
Mr.  R.  H.  Shipley 

In  attendance:    Mr.  C.  Laughton 

Mr.  W.  C.  Oswald— Secretary. 

The  Minutes  of  the  previous  meeting  were  read, 
confirmed  and  signed. 

Completion  of  Service  Agreement. 

17.    The  engrossments  of  Mr.  Laughton 's  Service 
Agreement  were  pi'oduced  and  completed  in  dupli- 
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cate.  Mr.  F.  M.  Guedalla  and  Mr.  R.  H.   Shipley 
signing  on  behalf  of  the  Company. 

Correspondence  Selznick-Joyce  and  Loyd  Wright. 

18.  Letters  to  Myron-Selznick-Frank  Joyce's 
Companies  and  to  Mr.  Loyd  Wright  were  jjroduced 
and  approved. 

Payment  to  Mr.  Charles  Laughton. 

19.  In  accordance  with  Clause  2  of  Mr.  Laugh - 
ton's  Service  Agreement  with  the  Comx)any  it  was 
proposed  by  Mr.  F.  M.  Guedalla  and  seconded  by 
Mr.  R.  H.  Shipley  and  it  was 

Resolved  that  the  Secretary  be  instructed  to  pay 
to  Mr.  Laughton  the  sum  of  £3,900  of  which  £1,500 
be  transmitted  [230]  to  the  credit  of  Mr.  Laugh- 
ton at  the  Bank  of  America,  Hollywood  at  the 
expense  of  the  Company. 

There  being  no  other  business  the  proceedings 
then  terminated. 

(Sgd)  F.  M.  GUEDALLA 

Chairman. 


MINUTES 

of  the  Fourth  Meeting  of  the  Directors  held  at  7, 
Park  Crescent,  Portland  Place,  London,  W.l.  on 
Wednesday  the  30th  May  1934  at  10.30  a.m. 

Present— Mr.  F.  M.  Guedalla— Chairman 
Mr.  F.  B.  Guedalla 
Mr.  R.  H.  Shipley. 
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111  attendance — Mr.  W.  C.  Oswald — Secretary 
Mr.  X.  R.  Jauralde— 
Notary  Public. 

The  Minutes  of  the  previous  meeting  were  read, 
confirmed  and  signed. 

Power  of  Attorney  in  favour  of  Mr.  Loyd  Wright 
and  partners  in  U.S.A. 

20.  A  Power  of  Attorney  in  favour  of  Mr.  Loyd 
Wright  or  alternatively  and  successively  his  part- 
ners, in  California  and  the  United  States  of 
America,  was  produced  and  approved.  The  Seal  of 
the  Company  was  duly  affixed  and  Mr.  F.  M.  Gue- 
dalla,  Mr.  R.  H.  Shipley  and  the  Secretary  signed 
on  behalf  of  the  Company. 

Correspondence  re  the  play  ^^Noe'' 

21.  Mr.  F.  M.  Guedalla  reported  that  he  had 
written  letters  in  coimection  with  the  rights  of  the 
play  '^Xoe''  to  Andre  Obey  and  Alfred  Bloch  ask- 
ing them  to  delay  any  action  in  the  matter  of  dis- 
posing of  these  rights  imtil  hearing  further  from 
him.  He  liad  also  written  a  letter  to  Mr.  Laughton 
explaining  the  position  and  requestmg  his  views  on 
the  subject. 

There  being  no  other  business  the  proceedings 
then  terminated. 

(Sgd)  F.  M.  GUEDALLA. 

Chairman.  [231] 
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MINUTES 

of  the  Fifth  Meeting  of  the  Directors  held  at  7, 
Park  Crescent,  I^ortland  Place,  London,  W.l.  on 
Friday  the  13th  July  1934  at  3.0  p.m. 

Present:  Mr.  F.  M.  Guedalla — Chairman 

Mr.  F.  B.  Guedalla 

Mr.  R.  H.  Shipley 
In  attendance:    Mr.  W.  C.  Oswald — Secretary 

Banking. 

22.  The  Secretary  rejjorted  that  the  cash  in  hand 
at  the  Midhmd  Bank,  Covent  Garden  Branch  on 
this  day  amounted  to  Five  Thousand,  four  hundred 
and  forty  one  pounds  and  six  pence  (£5,441.  0.  6) 

The  Secretary  was  instructed  to  arrange  with  the 
Company's  London  Bankers  to  ])lace  the  sum  of 
Two  thousand  pounds  (£2,000)  on  Deposit  Account. 

Statement  London  Film  Productions  Ltd. 

23.  The  Secretary  produced  a  Letter  and  State- 
ment of  Receipts  from  London  Film  Productions 
Ijtd.,  in  connection  with  the  share  of  receipts  in 
respect  of  the  tilm  '^The  Private  Life  of  Henry 
VIII"  due  to  the  20th  June  1934. 

Agreements  Metro-Goldwyn-Mayer  Corporation 

24.  The  Draft  of  an  Agreement  between  Metro- 
Goldwyn-Mayer  Corporation  and  the  Company  was 
produced,  and  the  Board  approved  the  instriicticms 
given  to  Mr.  Loyd  Wright  to  execute  same  on  behalf 
of  the  Company. 

Mr.  F.  M.  Guedalla  reported  that  inoiiies  due 
thereunder  had  been  received  by  Mr.  Loyd  Wright 
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and  paid  into  an  account  in  the  name  of  the  Com- 
pany with  the  Bank  of  America,  Hollywood. 

^'Noe-'' 

25.  Mr.  F.  M.  Guedalla  stated  that  as  Mons. 
Alfred  Bloch  had  pressed  for  an  answer  re  '*Noe'' 
he  had  cabled  to  Mr.  Laughton,  giving  him  Mons. 
Bloch 's  proposal  and  his  own  personal  suggestions 
varying  the  terms.  Not  having  received  a  reply  he 
had  again  cabled  Mr.  Loyd  Wright  and  had  received 
an  answer  to  the  effect  that  Mr.  Laughton  had  sub- 
mitted the  play  to  Mr.  Irving  Thalberg.  [232] 

Mr.  Guedalla  had  received  a  further  letter  from 
Mons.  Bloch  asking  for  a  reply  as  he  was  being 
pressed  to  settle  other  offers  for  ^'Noe''  in  the 
United  States  of  America.  Mr.  Guedalla  had  again 
cabled  Mr.  Laughton  asking  for  a  decision,  coupled 
with  a  warning  that  the  U.S.A.  and  English  censors 
might  make  considerable  deletions  even  if  they  ac- 
cepted the  play  in  the  English  language. 

Loan. 

26.  The  Secretary  laid  before  the  Board  a  letter 
from  Mr.  F.  M.  Guedalla,  acting  under  Power  of 
Attorney  for  Mr.  Laughton,  asking  for  a  loan  of 
Tw^o  thousand  five  hundred  pounds  (£2,500)  and 
stating  that  he  would  pay  whatever  interest  the 
Company  may  reasonably  require. 

It  was  proposed  by  Mr.  R.  H.  Shipley  and  sec- 
onded by  Mr.  F.  B.  Guedalla  and  it  was 

Resolved  that  the  sum  of  £2,500  be  loaned  to 
Mr.  Laughton.  Interest  to  be  at  the  rate  of  Five 
per  cent,  per  annum. 
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The  Secretary  was  instructed  to  write  and  in- 
form Mr.  F.  M.  Guedalla  as  Attorney  for  Mr. 
Laug'hton,  and  requesting  that  the  rate  of  interest 
be  confirmed,  also  that  the  loan  can  be  called  in  at 
any  time  subject  to  three  months  notice. 

The  Board  authorized  a  cheque  for  £2,500  payable 
to  Mr.  Laughton  to  be  drawn  and  signed.  This 
cheque  was  accordingly  handed  to  Mr.  F.  M. 
Guedalla. 

American  Bankers. 

27.  It  was  proposed  by  Mr.  F.  M.  Guedalla,  and 
seconded  by  Mr.  R.  H.  Shipley,  and  it  was 

Resolved  that  this  corporation  establish  in  its 
name  a  banking  account  with  the  Bank  of  America 
National  Trust  and  Savings  Association  upon  such 
terms  and  conditions  as  may  be  agreed  upon  with 
said  bank  and  that  the  Directors  and  [233]  Mr. 
Loyd  Wright  on  behalf  of  this  corporation  be  and 
they  are  hereby  authorized  to  establish  such  an 
account 

That  any  two  of  them: 

Florance  Montefiore  Guedalla — Chairman 
and/  or  Ronald  Harry  Shipley — Director 
and/or  Francis  Basil  Guedalla — Director 
wdth   the    counter    signature    of   the    Secretary    or 
under   Power   of   Attorney   dated   30th    May    1934 
Mr.  Loyd  Wright  or  alternatively  and  in  succession 
his  various  partners  and/or  substitutes  on  behalf  of 
this  corporation  be,  and  they  are  hereby  authorised 
to  withdraw  funds  of  this  corporation  from  the  said 
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account  upon  cheques  of  this  corporation,  signed  as 
provided  herein  with  signature  duly  certified  to  said 
bank  by  the  Secretary  of  this  corporation  and  said 
bank  is  hereby  authorised  to  honour  and  pay  any 
and  all  cheques  so  signed,  including  those  drawn  to 
the  individual  order  of  any  officer  or  other  person 
authorised  to  sign  the  same,  subject  that  in  the  case 
of  Directors  such  cheque  needs  the  signature  of  two 
Directors  and  the  counter  signature  of  the  Sec- 
retary. 

(Sgd)  F.  M.  GUEDALLA. 

19/5/36. 


MINUTES 

of  the  Sixth  meeting  of  the  Directors  held  at  7, 
Park  Crescent,  Portland  Place,  London,  W.l.  on 
Friday  the  27th  July  1934  at  2.30  p.m. 

Present:  Mr.  F.  M.  Guedalla — Chairman 
Mr.  R.  H.  Shipley 

In  attendance:    Mr.  W.  C.  Oswald — Secretary. 

Metro-Goldwyn-Mayer  Contract. 

28.  The  Chairman  reported  that  he  had  received 
a  cable  dated  25th  July  1934  from  Mr.  Loyd  Wright, 
asking  the  Company  to  authorise  him  to  execute 
imder  his  Power  of  [234]  Attorney  a  new  contract 
with  Metro-Goldw\ai-Mayer  for  the  services  of  Mr. 
Laughtoii  during  the  next  three  years. 

It  was  proposed  by  Mr.  F.  M.  Guedalhi  and  sec- 
r)nded  by  Mr.  R.  H.  Shipley  and 
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It  was  Resolved  to  authorise  Mr.  Loyd  Wright 
to  eonchide  contract  on  the  terms  which  the  Chair- 
man submitted  and 

It  was  further  Resolved  and  Mr.  Guedalla  stated 
that  he  would  cable  Mr.  i.oyd  Wright  accordingly. 

^^Noe" 

29.  The  Chairman  reported  that,  in  consequence 
of  a  suggestion  from  Mr.  Loyd  Wright,  he  had  sub- 
mitted the  French  version  of  ^^Noe"  to  the  British 
Board  of  Film  Censors,  and  that  subsequently  he 
would  submit  same  to  the  Lord  Chamberlain. 

I^oan. 

30.  The  Secretary  laid  before  the  Board  a  letter 
received  from  Mr.  F.  M.  Guedalla,  acting  under 
Power  of  Attorney  for  Mr.  Laughton,  confirming 
the  rate  of  interest  and  condition  of  the  loan  to 
Mr.  Laughton,  also  that  he  had  reported  the  trans- 
action to  Ml*.  Laughton  and  sent  him  a  co|)y  of  the 
letter. 

American  Bankers. 

31.  The  Secretary  reported  that  in  accordance 
with  the  Resolution  passed  at  the  last  Meeting  of 
the  Directors  the  necessary  documents  had  been 
dispatched  for  the  opening  of  an  accoimt  with  the 
Bank  of  America,  Hollywood. 

(Sgd)  F.  M.  GUEDALLA 

3/12/34.  [235] 


O 
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MIXUTES 

of  the  Seventh  Meeting  of  Directors  held  at  7,  Park 
Crescent,  London,  W.l.  on  Monday  the  3rd  Decem- 
ber 1934  at  4:15  p.m. 

Present :  Mr.  F.  M.  Guedalla — Chairman 
Mr.  R.  H.  Shipley 
Mr.  F.  B.  Guedalla 

In  attendance :  Mr.  W.  C.  Oswald — Secretary. 

32.  The  Secretary  reported  that  negotiations  for 
the  rights  of  the  play  ^*Noe"  had  been  dropped. 

Statement  London  Film  Productions  Ltd. 

33.  The  Secretary  produced  a  letter  and  state- 
ment of  receipts  from  London  Film  Productions 
Ltd.,  in  connection  with  the  share  of  receipts  in  re- 
spect of  the  film  "The  Private  Life  of  Henry  VIII'' 
due  to  the  1st  October  1934. 

Charles  Laughton  re  Salary. 

34.  In  accordance  with  Mr.  Laughton 's  Service 
Agreement  it  was  proposed  by  Mr.  F.  M.  Guedalla 
and  Seconded  by  ]Mr.  R.  H.  Shipley  and 

It  was  Resolved  that  the  Secretary  be  instructed 
to  pay  to  Mr.  Laughton  the  sum  of  £750  (Seven  hun- 
dred and  fifty  pounds)  being  five  weeks  salary  due 
to  the  7th  December  1934. 
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Agreements  with  Paramount  Productions  Inc.  and 
Metro-Goldwyn-Mayer  Corx)n. 

35.  The  Chairman  laid  before  the  J^oard  Agree- 
ments to  which  were  attached  Guarantees  given  by 
Mr.  Laughton,  executed  by  Mr.  Loyd  Wright,  acting 
on  behalf  of  the  Company  with  the  following  Cor- 
porations : 

Paramount  Productions  Inc.  dated  5th  July 
1934; 

Metro  Goldwyn  Mayer  Corpn.  dated  6th  July 
1934; 

Metro  Goldwyn  Mayer  Corpn.  dated  25th  Aug- 
ust 1934; 

and  also  two  Supplemental  Agreements  with  Metro- 
Goldwyn-Mayer  Corpn.  dated  29th  August  1934. 

Bank  Balances. 

36.  The  Secretary  reported  that  the  balance  in 
hand  at  the  Company's  London  Bank  amounted  to 
£3,276. 19.  0.  at  this  date.  In  accordance  with  a  State- 
ment of  Account  of  the  Bank  of  America  the  ])al- 
ance  in  hand  on  the  Company's  Accoimt  amounted 
to  $41,068.27  at  31st  October  1934.  [236] 

37.  [Illegible.] 

It  was  Resolved  that  a  further  sum  of  £250  be 
paid  to  the  Company's  Solicitors  generally  on  ac- 
count of  their  charges  and  disbursements. 

Accountancy. 

38.  It  was  proposed  by  Mr.  P.  M.  Guedalla  and 
seconded  by  Mr.  F.  B.  Guedalla  and 


oo. 
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It  was  Resolved  that  the  sum  of  £70  be  paid  to 
Messrs.  Oswald  &  Shipley  on  accovmt  of  their 
charges. 

A  long  discussion  followed  relative  to  Income  Tax 
matters. 

There  being  no  other  business  the  proceedings 
then  terminated. 

(sgd)     P.  M.  GUEDALLA. 

30/12/35. 


MINUTES  OF  ANNUAL  GENERAL  MEETING 

held   on  Monday  30th  December  1935   at   7   Park 
Crescent,  London,  W.l.  at  4  p.m. 

Present:  Mr.  P.  M.  Guedalla  (Chairman) 
Mr.  R.  H.  Shipley  P.C.A. 
Mr.  P.  B.  Guedalla 

In  attendance:  Mr.  R.  J.  Eagle — Secretary 

Short  Notice. 

Notice  of  Consent  to  short  notice  of  meeting 
signed  by  all  the  Shareholders  was  produced  and 
read. 

Annual  Accounts. 

It  was  proposed  by  Mr.  P.  M.  Guedalla  and  sec- 
onded by  Mr.  R.  H.  Shipley  that  the  preparation  of 
the  Annual  Accounts  be  postponed  for  the  time 
being. 

Re-appointment  of  Auditors. 

It  was  resolved  by  Mr.  P.  M.  Guedalla  and  sec- 
onded by   Mr.   R.   H.   Shipley  that   Messrs.   Price 
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Waterhouse  &  Co.  of  3  Frederick's  Place,  Old 
Jewry,  London,  E.C.2.  be  and  they  are  hereby  re- 
ai)pointed  Auditors  to  the  Company  at  a  remunera- 
tion to  be  agreed  upon. 

There  being  no  other  business  the  meeting  then 
terminated. 

Chairman. 


MINUTES 

of  the  Eighth  Meeting  of  Directors  held  at  7,  Park 
Crescent,  London,  W.l.  on  Monday  30th  December 
1935  at  3:30  p.m. 

Present:  Mr.  F.  M.  Guedalla 
Mr.  R.  H.  Shipley 
Mr.  F.  B.  Guedalla 

The  Minutes  of  the  previous  meeting  were  read, 
confirmed  and  signed  by  the  Chairman. 

Resignation  of  Mr.  Oswald. 

39.  A  letter  of  resignation  from  the  Secretary  of 
the  Company,  Mr.  W.  C.  Oswald,  was  produced  and 
acce]:)ted  by  the  Board. 

Appointment  of  Mr.  Eagle  as  Secretary. 

40.  It  was  resolved  that 

Mr.  R.  J.  Eagle  A.L.A.A.  of  98,  St.  Martin's  Lane, 
W.C.2.  be  and  he  is  hereby  appointed  Secretary  t(^ 
Die  Company. 
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Secretary  to  Countersign  Cheques. 

41.  It  was  resolved  that: 

Mr.  Eagle  as  Secretary  should  countersign  cheques 
in  substitution  for  Mr.  Oswald,  resigned;  and  that 
Mr.  Shipley  [237]  inform  the  Bank  to  make  neces- 
sary arrangements. 

Mr.  Laughton  and  Stage  Appearances. 

42.  The  Solicitors  to  the  Company  reported  that 
Mr.  Laughton  is  desirous  of  availing  himself  of  the 
privilege  of  appearing  from  time  to  time  on  the 
stage  and  in  plays  connected  with  the  Company's 
film  activities,  if  the  Company  from  time  to  time 
secure  suitable  copyright  plays  from  dramatists. 

The  Chairman  to  Enter  Into  Agreements. 

43.  It  was  approved  that  the  Chairman  should 
from  time  to  time  negotiate  and  on  behalf  of  the 
Company  enter  into  agreements  when  desirable,  he 
agreeing  to  confer  throughout  with  Mr.  Shipley. 

The  Chairman  said  that  one  of  the  objects  of  the 
Company  was  to  produce  plays  with  Mr.  Laughton 
in  the  leading  part. 

(Sgd)     F.  M.  GUEDALLA 

19/5/36. 
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MINUTES 

of  the  Ninth  Meeting  of  Directors  held  at  7,  Park 
Crescent,  London,  W.l.  on  Friday  the  24th  January 
1936  at  10  a.m. 

Present:  Mr.  F.  M.  Guedalla 
Mr.  R.  H.  Shipley 

In  Attendance :  Mr.  R.  J.  Ea^le,  Secretary. 

Agreement  Between  Mr.  Norman  Ginsbury  and  the 
Company. 

44.  The  Solicitors  to  the  Company  produced  an 
Agreement  between  the  Company  and  Mr.  Norman 
Ginsbury  dated  the  24th  January  1936,  providing 
for  the  purchase  by  the  Company  of  the  rights  in  a 
})lay  provisionally  named  '^The  First  Gentleman''. 

This  Agreement  was  approved  by  the  Board  and 
signed  on  behalf  of  the  Company  by  Mr.  F.  M. 
Guedalla  and  Mr.  R.  H.  Shipley  and  the  seal  of  the 
(^ompany  duly  affixed.  [238] 

Keys  of  the  Seal. 

45.  It  was  resolved:  that  the  keys  of  the  Com- 
pany's seal  are  to  be  placed  in  an  envelope  to  lie 
signed  across  the  back  by  the  Chairman  of  the  meet- 
ing at  which  the  seal  has  been  used;  this  envelo])e 
to  be  produced  and  opened  at  the  nex\  meeting  when 
the  seal  is  required,  the  same  process  then  being 
re])eated. 
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Accountants'  and  Solicitors'  Charges. 

46.  The  Accountants  and  Solicitors  to  the  Com- 
pany were  asked  to  send  in  a  note  of  their  charges 
made  up  to  the  end  of  the  year. 

(Sgd)     F.  M.  GUEDALLA 

19/5/36. 


MINUTES 

of  the  Tenth  Meeting  of  Directors  held  at  7,  Park 
Crescent,  London,  W.l.  on  Monday  the  17th  day  of 
February  1936  at  3 :0  p.m. 
Present :  Mr.  F.  M.  Guedalla 
Mr.  R.  H.  Shipley 

In  attendance:  Mr.  R.  J.  Eagle,  Secretary. 

The  Secretary  reported  that  the  below  mentioned 
transfer  deeds  had  been  duly  executed  and  regis- 
tered and  the  old  share  certificates  cancelled. 

Share  Transfers. 

47.  Share  No.  1.  F.  B.  Guedalla  transferred  to 
F.  B.  Guedalla  and  Miss  E.  Joseph  jointly. 

Share  No.  2.  Miss  E.  Joseph  transferred  to  Miss 
E.  Joseph  and  F.  B.  Guedalla  jointly. 

Share  No.  3.  F.  M.  Guedalla  transferred  to  F.  M. 
Guedalla  and  F.  B.  Guedalla  jointly. 

Share  No.  4.  R.  H.  Shipley  transferred  to  R.  H. 
Shipley  and  F.  M.  Guedalla  jointly. 

Share  No.  7.  F.  B.  Guedalla  and  W.  C.  Oswald 
transferred  to  F.  B.  Guedalla  and  R.  J.  Eagle.  [239] 
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The  Seal  of  the  Comijany  was  duly  affixed  to  the 
]iew  certificates  numbered  9  to  13  inclusive. 

(Sgd)     F.   M.   aUEUALLA. 

19/5/36. 


MINUTES 

of  the  Eleventh  Meeting  of  Directors  held  at  7,  Park 
Crescent,  London,  W.l.  on  Tuesday  the  19th  May 
1936  at  12 :30  p.m. 

Present:  Mr.  F.  M.  Guedalla 

Mr.  R.  H.  Shipley  (Retiring  Director) 
Mr.  A.  T.  Chenhalls  (New  Director) 

In  attendance:  Mr.  Charles  Laughton 
Mr.  F.  Carpenter. 

The  Minutes  of  the  Eighth,  Ninth  and  Tenth 
lioard  Meetings  were  read  and  signed  as  correct. 

Registered  Office. 

48.  It  was  resolved  that  the  Registered  office  l)e 
changed  from  6,  Talbot  House,  98  St.  Mai'tin's  Eane 
W.C.2.  to  115,  Chancery  Lane,  W.C.2. 

Secretary. 

49.  A  letter  of  resignation  from  tlie  Secretary 
to  the  Company,  Mr.  R.  J.  Eagle,  was  ])roduced  and 
a(*ce])ted  by  the  Board. 

It  was  resolved  that  Mr.  Frank  Car] )euter  of  115, 
Chancery  Lane,  W.C.2.  be  and  he  is  hereby  ap- 
pointed as  Secretar\'  of  the  Company. 
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Directors. 

50.  Mr.  Shipley  tendered  to  the  Board  a  letter 
resigning  his  position  as  a  Director  of  the  Company 
and  his  resignation  was  accepted. 

It  was  resolved  that  Mr.  Alfred  Tregear  Chen- 
halls,  F.C.A.  of  115  Chancery  Lane,  W.C.2.  be  and 
he  is  hereby  appointed  a  Director  of  the  Company. 

Mr.  Carpenter  was  instrncted  to  communicate  as 
necessary  with  the  Bank  in  connection  with  the 
above  appointment.  [240] 

Agreement    Between    Xorman    Ginsbury    and    the 
Company. 

51.  It  was  resolved  to  exercise  the  option,  pro- 
vided for  in  Clanse  1  of  the  Agreement  dated  24th 
January  1936  with  Mr.  Ginsbury,  to  extend  the  pe- 
riod for  the  commencement  of  the  License  to  the 
30th  June  1937,  and  the  Secretary  was  instructed  to 
take  the  necessary  action. 

(Sgd)     F.  M.  GUEDALLA 

14/7/36. 


MINUTES 

of  the  Twelfth  Meeting  of  Directors  held  at  7,  Park 
Crescent,  London,  W.L  on  Monday  the  8th  June 
1936  at  11:0  a.m. 

Present :  Mr.  F.  M.  Guedalla 
Mr.  F.  B.  Guedalla. 

In  attendance:  Mr.  F.  Carpenter — Secretary. 
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Appointment  of  Alternate  Director. 

52.  The  Chairman  placed  before  the  Board  a 
letter  from  Mr.  A.  T.  Chenlialls  appointing  Mi*. 
Charles  Sterne  Forsyth,  A.C.A.  of  115  (liancery 
Lane,  W.C.2.  to  act  as  alternate  Directo]*  during 
Mr.  Chenhalls'  absence  in  America  for  two  inontlis 
as  from  the  5th  June  1936. 

It  was  resolved  that  sucli  ap])ointment  be  and  is 
hereby  confirmed. 

It  was  further  resolved  that  Mr.  Forsyth  should 
l)e  authorised  to  sign  cheques  and  other  documents 
in  substitution  for  Mr.  Chenhalls  and  instructed  to 
send  his  signature  to  the  Bank. 

The  Secretary  was  instructed  to  supply  to  tlie 
Bank  a  coi)y  of  this  Resolution  to  be  certified  as 
correct  by  the  Chairman. 

Contract  of  26th  February  1934  with  London  Film 
Productions  Ltd. 

53.  The  Chairman  placed  before  the  Board  a  let- 
ter dated  the  4th  June  1936  which  he  had  received 
fi'om  Messrs.  Linklaters  and  Paines,  his  reply 
thereto  dated  5th  June  1936  and  a  further  letter 
from  Messrs.  Linklaters  &  Paines  dated  the  6th 
June  1936.  [241] 

The  Board  decided  that  the  Chairman  should  con- 
fer wath  Mr.  Charles  Laughton  as  to  his  being  Co- 
Plaintift*  and  IT  WAS  RESOLVED  to  take  suc^li 
])roceedings  as  Messrs.  F.  M.  Guedalla  c\:  Co.  nnd  or 
Counsel  should  think  fit  for  a  declaratiou  of  riuhts 
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and  for  damages  and  such  other  proceedings  for  the 
assertion  and  protection  of  the  rights  of  Mr.  Charles 
Laughton  and  of  the  Company  as  the  Company's 
Solicitors  and  Counsel  think  fit. 

It  was  further  decided  that  the  conduct  of  such 
proceedings  should  be  left  in  the  hands  of  Mr.  F.  M. 
Guedalla,  who  stated  that  he  would  confer  with  his 
colleagues  and  with  Mr.  Charles  Laughton  as  and 
when  necessary. 

It  was  resolyed  that  the  Secretary  and^or  any  Di- 
rector be  and  he  is  and/or  they  are  hereby  author- 
ised to  make  Affidayits  and/or  furnish  particulars 
and  discoyery  on  the  Company's  behalf,  and  that 
Messrs.  F.  M.  Guedalla  &  Co.  be  instructed  to  em- 
ploy and  act  on  the  adyice  of  such  Counsel  as  they 
may  think  fit. 

(Sgd)     F.  M.  GUEDALLA. 

14-/7/36. 


MINUTES 

of  a  Meeting  of  Directors  held  at  7,  Park  Crescent, 
London,  W.l.  on  Tuesday  the  14th  July  1936. 

Present :  Mr.  F.  M.  Guedalla 
Mr.  F.  B.  Guedalla 
Mr.  F.  Carpenter  (Secretary) 

The  Minutes  of  the  Meetings  held  on  the  19th 
May  and  8th  June  1936  were  read  and  confirmed. 
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Contract  of  26th  February  1934  with  London  Film 
Productions  T^td. 

54.  The  Chairman  rej)orted  that  his  firm  on  ])e- 
lialf  of  the  Comy)any  and  Mr.  Lau^hton  had  issued 
a  Writ  against  London  Film  Producticms  Ltd.  on 
the  2nd  July  1936  and  delivered  Statement  of  Claim 
on  the  lOtli  July  1936,  copies  of  which  documents 
have  been  supplied  to  the  Secretary.  [242] 

The  Chairman  also  reported  that  another  action 
had  been  instituted  by  London  Film  Productions 
Ltd.  which  had  issued  a  Writ  against  this  Com})any 
and  Mr.  Laughton  on  the  7th  July  1936. 

The  Chairman  pointed  out  that  the  subject  matter 
of  the  two  actions  was  similar  except  that  London 
Film  Productions  Ltd.  in  its  action  was  demanding 
an  Injunction  and  possibly  was  going  to  move  at  an 
early  date  for  an  Interlocutory  Injunction.  The 
Chairman  mentioned  that  this  Company's  case  was 
instituted  before  Mr.  Justice  Eve  and  that  of  Lon- 
don Film  Productions  Ltd.  before  Mr.  Justice 
Clausen.  The  Chairman  was  considering  whether  to 
uiake  an  application  for  consolidation  of  the  two 
])roceedings.  Meantime,  acting  on  the  instructions 
of  Mr.  Laughton,  also  on  his  own  authority  as  Chair- 
man of  this  Company,  the  Chairman's  firm  had  en- 
tercHl  an  appearance  to  the  London  Film  Produc- 
tions action  on  the  14th  July  1936. 

The  Board  decided  that  the  Chairman  sliould 
confer  at  all  times  with  Mr.  Laughton  as  to  his 
being  co-Defendant  in  the  ])roceedings  instituted  by 
Loudon  Film  Productions  Ltd. 
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It  was  resolved  that  the  Defence  of  this  Company 
should  be  conducted  in  such  wise  as  Messrs.  F.  M. 
Guedalla  &  Co.  and^or  Counsel  should  think  fit,  in- 
cluding, if  necessary,  any  application  for  consolida- 
tion of  the  two  actions  or  other  convenient  treat- 
ment thereof. 

It  was  further  decided  that  the  conduct  of  all  such 
proceedings  should  be  left  in  the  hands  of  the  Chair- 
man who  stated  that  he  would  confer  with  his  col- 
leagues and  with  Mr.  Laughton  as  and  when  neces- 
sary. 

It  was  resolved  that  the  Secretary  and/or  any  Di- 
rector be  and  he  is  and/or  they  are  hereby  author- 
ised to  make  Affidavits  and/or  furnish  particulars 
and  discovery  on  the  Company's  behalf  and  that 
Messrs.  F.  M.  Guedalla  &  Co.  be  instructed  to  em- 
ploy and  act  on  the  advice  of  such  Counsel  as  they 
may  think  fit. 

(Sgd)     F.  M.  GUEDALLA. 

31/8/36  [243] 


MIXUTES 

of  the  Meeting  of  Directors  held  at  the  Falmouth 
Hotel,  Falmouth  on  Monday  the  31st  August,  1936. 
Present:  Mr.  F.  M.  Guedalla — Chairman 
Mr.  A.  T.  Chenhalls. 

The   Minutes   of  the   Meeting  held  on  the   14th 
Julv,  1936  were  read  and  confirmed. 
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L.F.P.  Litigation. 

Mr.  Griiedalla  reported  repeated  consultations 
with  Mr.  Chenhalls  in  connection  with  the  London 
Pihn  l^roductions  litigation  and  that  having  had 
the  instructions  of  the  Company  as  well  as  of  his 
client,  Mr.  Laughton,  after  very  strenuous  argu- 
ments he  had  on  behalf  of  the  Company  and  with 
the  acquiescence  of  Mr.  Laughton  come  to  a  settle- 
ment of  both  lawsuits  with  Messrs.  Linklaters  & 
l^iines,  acting  for  L.F.P. 

He  produced  the  Terms  of  Settlement  for  the  two 
lawsuits  which  had  been  signed  on  behalf  of  all 
parties  by  his  firm  and  Messrs.  Linklaters  (acting 
for  L.F.P.)  and  he  also  produced,  and  it  was  di- 
rected that  the  same  shoidd  be  executed,  the  differ- 
ent Agreements  to  give  effect  to  the  said  settlement. 
They  included  the  mutual  Release  by  L.F.P.  and 
this  Company  of  the  Agreement  of  26th  February 
1934,  and  also  arrangements  whereby  United  Artists 
(Vu'poration  Ltd.  should  on  behalf  of  L.F.P.  pay 
certain  agreed  damages  in  three  different  instal- 
ments to  this  Company.  The  Company  was  to  retain 
all  monies  heretofore  paid  by  L.F.P.  for  the  loan 
of  Mr.  Laughton's  services  and  L.F.P.  hy  a  new 
Agreement  was  to  hire  his  services  from  the  Com- 
])any  for  the  further  film  which  was  to  be  ^'I 
('laudius'',  his  role  in  such  film  to  be  compU^ted 
before  the  end  of  the  year. 

(8gd)  F.  M.  GITEDALLA. 

8.   9.   8().   [244] 
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MINUTES 

of  the  Meeting  of  Directors  held  at  7,  Park  Cres- 
cent, Portland  Place,  W.l.  on  Tuesday,  the  8th 
September  1936. 

Present — Mr.  F.  M.  Giiedalla— Chairman 
Mr.  A.  T.  Chenhalls. 

The  Minutes  of  the  Meeting  held  on  the  31st 
August,  1936  were  read  and  confirmed. 

Investment  of  Cash  Balance. 

Mr.  Chenhalls  submitted  that  as  the  Company's 
cash  at  the  Bank  now  stood  at  £36,000  some  means 
of  investment  should  be  considered. 

It  was  suggested  that  £9,000  be  invested  in  Con- 
version Loan,  £10,000  in  Port  of  London  Authority's 
Stock,  and  the  balance  to  be  put  on  Deposit  Account. 

As,  however,  no  Port  of  London  3^4%  Stock 
1949/99  was  on  offer  in  the  market,  it  was  resolved 
that  £10,000  be  invested  in  Australia  3%%  Stock 
1956/61,  and  £9,000  in  31/0%  Conversion  Loan,  and 
that  Mr.  Chenhalls  be  instructed  to  carry  out  the 
purchase  of  the  investments. 

(Sgd)  F.  M.  GUEDALLA. 

28.10.36. 
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MINUTES 

of  the  Meeting  of  Directors  held  at  7,  Park  Cres- 
cent, Portland  Phice,  W.l.  on  Wednesday,  28th 
October,   1936. 

Present:  Mr.  P.  M.  Giiedalla — Chairman 
Mr.  A.  T.  Chenhalls. 

The  Minutes  of  the  Meeting  held  on  the  8tli  Sep- 
tember, 1936  were  read  and  confirmed. 

M.G.M. 

Mr.  Guedalla  rei)orted  the  death  of  Mr.  Thalberg 
and  conferences  he  had  had  on  the  subject  with 
Mr.  Loyd  Wright's  firm  as  well  as  with  the  Com- 
pany's Agents,  Messrs.  Myron  Selznick,  with  the 
result  that  Mr.  Guedalla  having  considered  the 
M.G.M.  contract  and  denounced  it,  had  so  informed 
Messrs.  Myron  Selznick,  and  had  requested  Mr. 
Loyd  Wright's  firm  to  [245]  inform  M.G.M. 

Mr.  Guedalla  stated  that  he  had  taken  this  course 
with  the  approval  of  Mr.  Laughton.  He  stated  that 
this  course  enabled  the  Company  shortly  to  do  hei*e- 
after  what  it  had  originally  been  formed  and  in- 
tended to  do  from  the  outset,  namely  having  accu- 
mulated funds,  not  only  to  acquire  stories  i'U\  but 
to  participate  actively  in  film  production  imme- 
diately ^'I  Claudius"  was  finished,  L.P.P.  being 
under  obligation  to  complete  the  shooting  of  Mr. 
Laughton 's  part  in  *^ Claudius"  by  the  end  of  the 
year,  although  not  yet  counnenced. 

It  was  recorded  that  Mr.  Laughton  was  very  up- 
set about  Mr.  Thalberg 's  death,  because  he  had  an 
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miderstandiiig  that  some  of  the  M.G.M.  fihns  in 
which  he  was  to  have  performed  under  Mr.  Thal- 
berg's  supervision  were  going  to  be  made  in  this 
country,  and  doubtless  if  they  were  so  made  this 
Company  would  have  participated  in  the  production 
activities,  as  well  as  lending  Mr.  Laughton's  ser- 
vices: and  all  these  plans  accordingly  were  now 
frustrated. 

(Sgd)  F.  M.  GUEDALLA 

5.11.36. 


MINUTES 

of  the  Meeting  of  Directors  held  at  7  Park  Crescent, 
Portland  Place,  W.l.  on  Thursday,  5th  Novem- 
ber 1936 

Present:  Mr.  F.  M.  Guedalla — Chairman 
Mr.  A.  T.  Chenhalls. 

The  Minutes   of  the   Meeting  held   on   the   28th 
October  1936  were  read  and  confirmed. 

Investments 

Mr.  Chenhalls  reported  that  the  following  invest- 
ments had  been  offered: 

£9,000  3y2%  CV^nversion  Stock 

£10,000  Australia  31/4%  Stock  1956/61.    [246] 

and  £15,000  had  been  transferred  from  Current 
Account  to  Deposit  Accoimt  for  a  period  of  three 
months  fixed  at  interest  at  %%  over  London  De- 
posit rate. 
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Mr.  (.^henhalLs  also  reported  that  he  had  arranged 
for  the  purchase  of  a  further  £14,000  31/2%  Conver- 
sion Stock,  of  which  £7,000  was  due  for  settlement 
on  the  11th  November,  out  of  Curi*ent  Acc(junt  and 
the  remaining  £7,000  due  on  22nd  December  next 
out  of  the  Deposit  Account. 

Appointment  of  Mr.  Van  Thai. 

It  was  reported  that  as  from  21st  October  last 
Mr.  Charles  Laughton  had  on  the  Company's  behalf 
engaged  Mr.  Bertie  A^an  Thai  to  act  as  a  play  and 
script  reader  for  the  Company.  It  was  resolved  that 
this  engagement  be  and  is  hereby  confirmed. 

(Sgd)  F.  M.  GUEDALLA. 

21.12.36. 


MINUTES 

of  Annual  General  Meeting  of  Company  held  on 
Thursday,  the  17th  December,  1936  at  7  Park  Cres- 
cent, Portland  Place,  W.l. 

Present:  Mr.  F.  M.  Guedalla— Chairman 
Mr.  F.  Basil  Guedalla 
Mr.  A.  ^J\  Chenhalls 

Attending:  Mr.  F.  Carpenter — Secretary 

The    Minutes   of   the    previous    Annual    General 

Meeting  held  on  the  30th  December,  1935  were  read 

and  confirmed. 

Annual  Accounts. 

It  was  resolved  that  the  preparation  of  the  an- 
nual accounts  be  temporarily  postponed. 
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Auditors. 

It  was  resolved  that  Messrs.  Price  Waterhouse  & 
Co.  be  and  are  hereby  re-elected  Auditors  of  the 
Company  for  the  ensuing  year  at  a  fee  to  be 
arranged.  [247] 


MINUTES 

of  the  Meeting  of  Directors  held  at  7,  Park  Cres- 
cent, Portland  Place,  W.l.  on  Monday  21st  Decem- 
ber 1936 

Present:  Mr.  F.  M.  Guedalla — Chairman 
Mr.  A.  T.  Chenhalls. 

The  Minutes  of  the  Meeting  held  on  the  5th  No- 
vember, 1936  were  read  and  confirmed. 

Mr.  Guedalla  reported  that  he  had  been  having, 
on  behalf  of  the  Company,  some  tempestuous  inter- 
views with  Mr.  Korda,  the  Managing  Director  of 
L.F.P.  He  had  discussed  these  matters  from  time  to 
time  with  Mr.  Chenhalls  as  well  as  with  Mr. 
Laughton. 

L.F.P.  had  not  even  prepared  a  shooting  script  of 
^^ Claudius-',  much  less  started  to  shoot  it,  and  the 
question  would  arise  when  the  Company  could  start 
actively  on  its  plans  long  since  under  discussion  for 
becoming  or  being  associated  with  one  of  the  chief 
British   film  producers. 

The  Chairman  reported  that  Mr.  Laughton  dis- 
liked the  idea  of  walking  out  of  ^* Claudius"  and  so 
did  the  Chairman,  having  regard  to  the  expenses  to 
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which  L.F.P.  had  already  admittedly  gone,  but  Mr. 
Guedalla,  as  Chairman  of  the  Ojmpany,  was  insist- 
ing that  the  ''Claudius"  obligation  should  not  be 
indefinitely  prolonged  but  be  completed  as  soon  as 
possible,  because  Mr.  Laughton  had  now  met  Mr. 
J\)mmer,  and  their  two  Comx)anies  were  going  to 
co-operate — Indeed,  for  sometime  past  this  Com- 
j)any  had  been  employing  skilful  people  to  examine 
and  report  on  likely  stories,  and  much  other  jjrepa- 
ratory  work  was  under  weigh. 

There  had  been  suggestions  that  this  Company 
(of  which  Mr.  Guedalla  happens  also  to  })e  Solicitor 
and  Chairman)  should  combine  in  some  way  or 
other  with  L.F.P.  in  the  production  of  a  series  of 
great  films,  but  Mr.  Korda  was  so  angered  at  the 
[248]  present  moment  about  different  matteis  and 
blaming  them  although  nothing  to  do  with  Mr. 
Laughton  and  Mr.  I^ommer,  nor  indeed  with  other 
clients  of  Mr.  Guedalla,  that  it  did  not  look  as  if 
there  would  be  any  combination  with  L.F.P.  in 
which  event  this  Company  and  Mr.  Pommer's  (^om- 
])any  would  have  to  look  elsewhere  for  a  big  com- 
bine to  make  pictures  worthy  of  Mr.  Laughton  and 
Mr.  Pommer,  when  Mr.  Ponnner  would  ])ro(luce 
Mr.  Laughton,  but  the  chief  interest  in  the  propo- 
sition was  that  this  Company  would  also  be  intei-- 
ested  in  a  series  of  non-Laughton  ])ictures  to  be 
])roduced  in  due  course  by  Mr.  Erich  Pommer. 

It  was  also  decided  more  actively  than  heretofore 
to  acquire  stories  and  to  have  peoi)le  to  treat  them 
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and  write  the  shooting  script,  also  to  engage  when- 
ever expedient  the  services  of  writers,  technicians, 
actors  and  actresses,  and  to  do  all  the  necessary 
preparatory  work.  Negotiations  had  already  started 
^yit]l  Miss  Clemence  Dane. 

Already  this  Company  has  secured,  or  is  planning 
to  obtain  outright,  or  by  way  of  option,  different 
rights  to  stories,  and  has  got  various  people,  tech- 
nicians or  actors  or  writers  willing  to  associate 
themselves  with  the  Company. 

It  was  resolved  to  give  the  Chairman,  and  when 
necessary  Mr.  Chenlialls,  a  free  hand  to  do  what 
they  thought  right  in  all  such  matters  on  behalf 
and  in  the  interests  of  the  Company,  the  Chairman 
rexjorting  that  he  was  constantly  seeing  Mr.  Pom- 
mer  and  Mr.  LaTighton. 

^^ Peter  Pan'' 

ilr.  Guedalla  reported  that  he  had  obtained  a 
verbal  agreement  with  London  Film  Productions 
Ltd.  for  Mr.  Charles  Laughton  to  rehearse  and  per- 
form in  Barrie's  play  ''Peter  Pan''  from  December 
26th  1936  to  16th  January  1937  and  that  he  had 
agreed  tlie  period  of  the  loan  of  Mr.  Laughton 's 
services  under  [219]  the  Agreement  dated  31st 
August  1936  should  he  extended  to  31st  March,  1937. 

Kinemait  Ltd. 

It  was  resolved  tliat  tlie  Company  subscribe  for 
200  sliares  of  $10  each  in  Kinemart  Ltd. 
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A.  Bryant. 

It  was  reported  to  the  Company  that  £100  was 
due  to  Mr.  Arthur  Bryant  on  account  of  expenses 
towards  research  work  carried  on  for  the  benefit  of 
the  Company,  and  on  the  instructions  of  Mr.  Lau^h- 
ton.  It  was  resolved  that  this  account  be  paid,  and 
that  a  letter  agreement  be  approved  and  sent  to 
Mr.  Bryant  for  signature. 

Mr.  Chenhalls  mentioned  that  it  was  he  who  some 
time  ago  had,  with  the  Chairman's  approval,  made 
the  necessary  arrangements  with  Mr.  Arthur 
Bryant,  and  that  Mr.  Arthur  Bryant  was  to  be  paid 
later  on  a  substantial  fee  for  all  the  work  he  was 
doing.  Meantime,  Mr.  Bryant,  who  was  employing 
various  persons,  was  sending  material  along  to  Mr. 
Ijaughton  to  consider,  and  this  course  was  approved 
by  the  Board. 

(Sgd)  F.  M.  GUEDALLA. 

18.1.37 


MINUTES 

of  the  Meeting  of  Directors  held  at  7,  Park  Cres- 
cent, Portland  Place,  W.l.  on  Monday  the  18th 
January,  1937. 

Present:  Mr.  F.  M.  Guedalla— Chairman 
Mr.  A.  T.  Chenhalls. 

The   Minutes   of  the   Meeting  held   on   the   21st 
December,  1936  were  read  and  confirmed. 
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Pioduction  Co. 

The  Cliairman  rej^orted  that  it  was  iii  contem- 
plation at  any  early  date  to  form  a  subsidiary  Com- 
pany so  as  to  define  the  interests  of  Rosemullion 
Producers  Ltd.  (which  is  Mr.  Pommer's  Company) 
with  this  Company.  It  was  decided  to  leave  all  the 
arrangements  in  Mr.  Cxuedalla's  hands.  The  direc- 
tors thought  anyhow  it  was  wise  to  have  a  separate 
limited  liability  company  [250]  as  a  department  for 
the  production  of  films  and  other  operations. 

The  idea  was  that  the  new  company  should  start 
with  a  substantial  cash  capital  and  Rosemullion  and 
this  Company  would  co-operate  and  aid  in  every 
way  its  film  activities  so  that  the  new  company 
could  go  into  production  as  soon  as  possible  after 
^* Claudius"  was  completed.  The  Chairman  said  that 
the  idea  was  that  Mr.  Laughton  and  Mr.  Ponmier 
would  manage  the  new  company  and  that  Mr.  Chen- 
halls  and  Mr.  Jenks  and  he  should  be  directors.  The 
idea  was  approved  and  it  was  decided  to  go  ahead 
with  the  scheme. 

(Sgd)  F.  M.  GUEDALLA. 

4.  2.  37. 
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MINUTES 

of  the  Meeting  of  Directors  held  at  7,  Park  Cres- 
cent, Portland  Place,  W.l.  on  February  4th  1937. 

Present:  Mr.  F.  M.  Guedalla — (^hairman 
Mr.  A.  T.  Chenhalls. 

Attending:  Mr.  F.  Carpenter  (Secretary) 
The  Minutes  of  the  Meeting  held  on   the   18th 
January,  1937  were  read  and  confirmed. 

Miss  Clemence  Dane. 

An  agreement  dated  4th  February,  1937  engaging 
Miss  Clemence  Dane's  services  for  treating  and 
writing  three  films  between  1st  April,  1937  and  31st 
March,  1938  was  laid  before  the  Meeting. 

It  was  resolved  that  this  Agreement  be  entered 
into  by  the  (company,  and  the  Company's  seal 
was  accordingly  affixed  thereto. 

(Sgd)  F.  M.  GUEDALLA. 

2.  3.  37.    [251] 


MINUTES 

of  the  Meeting  of  Directors  held  at  7,  Park  (h-es- 
cent,  Portland  Place,  W.l.  on  Tuesday  2nd  March, 
1937. 

Present:  Mr.  F.  M.  Guedalla — Chairman 
Mr.  A.  T.  Chenhalls. 

Attending:  Mr.  F.  Carpenter  (Secretary) 
The  Minutes  of  the  Meeting  held  on  the  4th  Feb- 
ruary, 1937  were  read  and  confirmed. 
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Mayflower  Pictures  Corp.  Ltd.  &  RosemuUion  Pro- 
ducers Ltd. 

The  Chairman  formally  reported  that  the  May- 
flower Pictures  Corporation  Limited  had  been 
formed  on  the  25th  January,  1937:  and  in  accord- 
ance with  arrangements  which  had  been  discussed 
with  Mr.  Chenhalls,  it  was  resolved  that  the  Com- 
fjany  should  subscribe  for  60,000  5/-  shares  in  the 
Ma}iiower  Pictures  Corporation  Ltd.  and  accord- 
ingly a  cheque  for  £15,000  was  dra\\ai  in  favour  of 
the  Ma}^lower  Company. 

It  was  further  resolved  that  an  advance  of 
£15,000  be  made  to  RosemuUion  Producers  Ltd.  for 
the  purpose  of  that  Company  subscribing  its  moiety 
in  Maj^ower  Pictures  Corporation  Ltd.  Mr.  Gue- 
dalla  stated  that  as  Chairman  of  RosemuUion  Pro- 
ducers Ltd.  he  would  arrange  for  that  Company  to 
deposit  its  60,000  shares  in  Ma}^lower  Pictures  Cor- 
poratio]!  Limited  as  security  for  the  said  loan. 

He  further  stated  that  the  loan  would  run  at 
interest,  details  of  which  would  be  fixed  subse- 
quently. 

The  Chairman  reported  that  there  were  negotia- 
tions afoot  whereby  the  Mayflower  Picture  Cor- 
poration Limited  should  be  actively  associated  with 
some  otlier  producers  so  that  the  necessary  cash 
capital  for  a  series  of  films  could  be  advanced  to  the 
^Mayflower  Picture  Corporation  Limited. 

(Sgd)  P.  M.  GUEDALLA. 

9.  3.  37.  [252] 
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MINUTES 

of  the  Meeting  of  Directors  held  at  7,  I?ark  Cres- 
cent, Portland  Place,  W.l.  on  Tuesday,  9th  March 
1937. 

Present:  Mr.  P.  M.  (Juedalla— Chairman 
Mr.  A.  ^r.  ChenhalLs. 

Attending:  Mr.  P.  Carpenter   (Secretary) 
The   Minutes   of  the   Meeting   held   on   the   2nd 
March  1937  were  read  and  confirmed. 

^^ Vessel  of  Wrath" 

An  agreement  dated  6th  March,  1937  was  laid 
before  the  meeting  for  the  purchase  of  the  talking 
film  lights  of  Mr.  Somerset  Maugham's  story  ^^The 
Vessel  of  Wrath". 

It  was  resolved  that  this  agreement  be  entered 
into  and  the  Company's  seal  affixed  thereto,  and 
that  a  cheque  be  draw^n  for  £1,500  being  the  first 
payment  due  under  (^lause  9  of  the  said  agi-eement. 

L.P.P. 

It  was  reported  that  a  letter  had  been  received 
from  London  Film  Productions  Ltd.  recpiestiug 
the  loan  of  Mr.  Laughton's  services  for  a  further 
period  from  31st  March,  1937  to  14th  April,  1937 
and  if  necessary  up  to  the  5th  May,  1937. 

It  was  resolved  to  comply  with  the  above  rtMinest 
and  the  Chairman  imdertook  to  send  a  letter  of 
agreement  to  London  Film  Productions  Limited. 

(Sgd)  F.  M.  GUEDALLA. 

7.  4.  37. 
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MINUTES 

of  the  Meeting  of  Directors  held  at  7,  Park  Cres- 
cent, Portland  Place,  W.l.  on  Wednesday  the  7th 
April,  1937. 

Present:  Mr.  F.  M.  Guedalla — Chairman 
Mr.  A.  T.  Chenhalls. 

Attending:  Mr.  F.  Carpenter   (Secretary) 

The  Minutes  of  the  Meeting  held  on  the  9th 
March,  1937  were  read  and  confii'med.  [253] 

''The  Truth  about  Mrs.  Brown" 

An  agreement  dated  23rd  March,  1937  for  the 
purchase  by  the  Company  of  the  talking  film  rights 
of  Mr.  V.  S.  Pritchett's  story  ''The  Truth  about 
Mrs.  Brown"  was  laid  before  the  Company. 

It  was  resolved  that  this  agreement  be  entered 
into  and  that  the  Company's  seal  be  affixed  thereto. 

Deposit  Account. 

It  was  reported  by  Mr.  Chenhalls  that  the  £7,500 
lying  on  Deposit  Account  since  21st  December,  1936 
had  been  transferred  to  current  account  with  in- 
terest accrued  of  £16.  8.  9.  on  27th  March  last. 

(Sgd)  F.  M.  GUEDALLA. 

5.  5.  37. 
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MINUTES 

of  tlie  Meeting  of  Directors  held  at  7,  ]?ark  (Cres- 
cent, J'ortland  Place,  W.l.  on  Wednesday  the  5th 
May,  1937. 

Present:  Mr.  F.  M.  Guedaila— Chairman 
Mr.  A.  T.  Chenhalls. 

Attending:  Mr.  Charles  Laughton. 

Mr.  F.  Carpenter — Secretary. 

The  Minutes  of  the  Meeting  held  on  the  7th  April, 
1937  were  read  and  confirmed. 

Broadcast. 

An  Agreement  dated  the  5th  May  1937  was  laid 
before  the  Meeting  for  the  loan  of  Mr.  Laughton 's 
services  to  J.  Walter  Thomson  Ltd.  for  a  broadcast 
engagement. 

It  was  resolved  that  this  Agreement  be  signed  by 
Mr.  (Chenhalls  on  behalf  of  the  Company. 

(Sgd)  F.  M.  GUEDALLA. 

28.  5.  37. 


MINUTES 

of  tlie  Meeting  of  Directors  held  at  7,  Park  Cres- 
cent Portland  Place,  W.l.  on  Friday  the  28th  lsh\y 
1937. 

Present:  Mr.  F.  M.  Guedalla— Chairman 
Mr.  A.  T.  Chenhalls. 

The  Minutes  of  the  Meeting  held  on  the  5th  ^lay 
1937  were  read  and  confirmed.  [254] 
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L.F.P. 

The  Chairman  wished  it  to  be  recorded  that,  as 
was  well  known,  L.F.P.  as  the  resnlt  of  a  motor- 
car accident  to  Miss  Merle  Oberon,  co-starring  in 
the  film  '^I  Claudius"  with  Mr.  Charles  Laughton, 
had  abandoned  continuation  of  that  production. 

(Sgd)  F.  M.  GUEDALLA. 

29.  7.  37. 


MINUTES 

of  the  Meeting  of  Directors  held  at  7,  Park  Cres- 
cent Portland  Place,  W.l.  on  Thursday  29th  July 
1937. 

Present:  Mr.  F.  M.  Guedalla — Chairman 
Mr.  A.  T.  Chenhalls. 

The  Minutes  of  the  Meeting  held  on  the  28th  May 
1937,  were  read  and  confirmed. 

Overdraft. 

It  was  reported  that  as  the  directors  were  of  the 
opinion  that  it  would  be  inadvisable  to  disturb  the 
Company's  investments,  temporary  accommodation 
with  the  Midland  Bank  Ltd.  would  be  necessary  to 
meet  current  expenditure. 

It  was,  therefore,  resolved  that  an  application  be 
made  to  the  bank  for  an  allowance  of  an  overdraft 
of  £5,000,  and  for  this  purpose,  the  £23,000  3y2% 
Conversion  Stock  be  charged  to  the  bank  as  security. 
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It  was  resolved  that  tlie  Directors  be  authorized 
to  sign  the  necessary  documents  under  hand  instead 
of  under  seal. 

Loan  to  Mayflower. 

It  was  further  resolved  that  a  request  from  the 
Mayflower  Pictures  Corporation  Ltd.,  for  the  ad- 
vance of  £3,500  be  agreed  to  and  that  no  interest  be 
charged  on  this  advance. 

(Sgd)  F.  M.  GUEDALLA. 

14.  10.  37.  [255] 


MINUTES 

of  the  Meeting  of  Directors  held  at  the  Falmouth 
Hotel,  Falmouth  on  Saturday  21st  August,  1937. 

Present:  Mr.  F.  M.  Guedalla,  Chairman. 
Mr.  A.  T.  Chenhalls. 

The  Chairman  reported  that  definite  arrange- 
ments had  been  concluded  by  himself  during  July 
and  finally  on  the  13th  August  1937  with  Mr.  Jolui 
Maxwell  that  subject  to  written  agreements  being 
drawn  up  Associated  British  Picture  Corporation 
Ltd.  w^as  going  to  invest  £20,000  in  Preference 
Shares  of  the  Mayflower  Co.  subject  to  joint  guar- 
antees of  this  Company  and  Rosemullion  u])on  the 
termination  of  the  relationship,  if  Associated  so 
wanted,  to  purchase  ])ack  these  shares  at  ])ar.  Asso- 
ciated was  also  acquiring  25^;^  interest  in  tlu^  or- 
dinarv  shares  of  the  Mavflower  Co.  half  of  wliich 
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Avould  be  supplied  by  this  Company  and  half  by  the 
Rosemullion  Co.  on  like  terms  for  repurchase  as  in 
the  ease  of  the  preference  shares.  The  Mayflower 
Avas  to  start  by  producing  three  great  pictures,  the 
stories  for  ^yhich  had  been  bought  and  treatments 
of  which  were  already  done  by  this  Company  or  by 
Mayflower  with  money  found  by  this  Company. 

The  Chairman  explained  the  arrangements  to 
which  effect  would  be  given  when  it  was  decided 
by  the  Board  that  the  Chairman  was  to  negotiate 
and  give  effect  to  the  necessary  contracts  so  that 
Associated  could  guarantee  a  loan  up  to  £250,000 
to  be  made  by  the  National  Provincial  Bank  Ltd.  to 
the  Mayflower  Company  (this  Company  not  being 
liable  in  any  way  for  recoupment)  for  the  produc- 
tion in  succession  of  three  great  films  in  which  Mr. 
Laughton  was  to  act  the  leading  male  role,  for 
which  purpose  this  Company  would  have  to  lend 
his  services,  and  Mr.  Pommer  was  to  be  the  pro- 
ducer, for  which  purpose  Rosemullion  would  lend 
Mr.  Pommer 's  services.  This  Company  took  note 
of  the  Chairman's  directorships  and  [256]  solicitor- 
ships  of  Rosemullion  and  Mayflower  and  of  course, 
of  his  solicitorship  of  Mr.  Pommer  and  Mr.  Laugh- 
ton.  Mr.  Chenhalls  also  had  it  noted,  as  was  kno\vn, 
that  he  was  Mr.  Laughton 's  Accountant  and  a  di- 
rector and  Accoimtant  of  Mayflower. 

It  was  contemplated  and  approved  that  there 
would  have  to  be  discussions  hereafter  between  the 
various  Companies  and  persons. 
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There  would  also  be  a  series  of  noii-Laiighton 
films,  and  if  the  joint  venture  proved  satisfactory 
to  all  concerned,  no  doubt  it  would  lead  to  an  exten- 
sion of  Agreement  and  much  further  and  more  in- 
timate association  together.  It  was  considered  that 
in  times  like  these  it  was  a  very  satisfactory  trans- 
action that  the  Company  with  its  accumulated  funds 
should  now  be  able  to  take  a  prominent  part  in  the 
British  film  industry. 

Mr.  Guedalla  reported  that  it  had  been  agreed 
that  Mr.  John  Maxwell  should  become  Chairman 
and  of  the  *^Ma}^ower"  Company  and  that  Mr. 
Jenks,  Mr.  Chenhalls  and  he  should  retire  from 
the  Board. 

Overdraft. 

A  Deed  of  Charge  in  favour  of  the  Midland  Bank 
Ltd.  of  the  Company's  holding  of  £23,000  31/0% 
Conversion  Stock  and  a  transfer  of  this  stock  to  the 
said  Bank  having  been  signed  by  Mr.  F.  M.  Gaie- 
dalla  and  Mr.  A.  T.  Chenhalls,  the  transaction  was 
confirmed. 

It  was  reported  that  owing  to  the  absence  of  the 
Secretary,  Mr.  P.  Carpenter  on  holiday,  the  Bank 
had  agreed  to  grant  the  overdraft  on  the  under- 
standing that  he  would  attach  his  signature  to  the 
said  documents  immediately  on  his  return. 

A  copy  of  the  Resolution  passed  on  the  29th 
July  1937,  was  also  signed  by  the  Directors.  [257] 
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^^  Vessel  of  Wratlr  \ 

An  assignment  of  the  Agreement  dated  6th  March 
1937,  for  the  purchase  of  the  talking  film  rights  of 
Mr.  Somerset  Maugiianrs  story  ^^The  Vessel  of 
Wrath"  by  the  Company  to  the  Mayflower  Pictures 
Corporation  Ltd.  Avas  laid  before  the  meeting. 

It  was  resolved  that  the  assignment  be  executed 
and  the  Company's  seal  was  affixed  thereto. 

(Sgd)     F.  M.  GUEDALLA. 

14/10/37. 


MINUTES 

of  the  Meeting  of  Directors  held  at  7,  Park  Crescent, 
Portland  Place,  W.l.  on  Thursday  14th  October 
1937. 

Present :  Mr.  F.  M.  Guedalla — Chairman 
Mr.  A.  T.  Chenhalls. 

Attending:  Mr.  F.  Carpenter — Secretary. 
The  Minutes  of  the  Meetings  held  on  the  29th  July 
and  21st  August  1937  were  read  and  confirmed. 

''Service  Agreement  'Mayflower'  ". 

An  agreement  dated  14th  October  1937  for  the 
loan  of  Mr.  Charles  Laughton's  services  to  the  May- 
flower Pictures  Corporation  Ltd.  was  laid  before 
the  meeting. 
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It  was  resolved  that  this  agreement  l^e  entered 
into  by  the  Company  and  accordingly  the  Com- 
Ijany's  seal  was  affixed  thereto. 

(Sgd)     F.  M  GUEDALLA. 

11/11/37. 


MINUTES 

of  the  Meeting  of  Directors  held  at  7,  Park  Crescent, 
Portland  Place,  W.l.  on  Thursday  11  th  November 
1937. 

Present :  Mr.  F.  M.  Guedalla,  Chairman. 
Mr.  A.  T.  Chenhalls. 

The  Minutes  of  the  Meeting  held  on  the  14th  Oc- 
tober 1937  were  read  and  confirmed. 

Mr.  Guedalla  reported  the  number  of  agreements 
giving  effect  to  the  association  of  this  Company  with 
the  ^^ Mayflower"  [258]  Company  and  Rosemullion, 
as  well  as  with  the  Associated  British  Pictures  Cor- 
poration JAd.  and  the  National  Provincial  Bank, 
and  the  employment  of  the  services  of  Mr.  Laughton 
and  Mr.  Pommer  in  connection  with  the  **  May- 
flower" Comj)any,  these  all  being  matters  constantly 
under  discussion  between  all  the  parties,  as  well  as 
the  Directors  of  this  Company,  and  it  was  formally 
recorded  that  everything  that  had  been  done  was  in 
order  and  was  approved,  without  nuy  necessity  of 
recording    all    the    details.    Mr.    Guedalla    however 
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mentioned  that  it  had  been  agreed  with  Mr.  Maxwell 
that  he  (Mr.  Guedalla)  should  not  resign  from  the 
^^ Mayflower-'  Company  but  should  continue  to  be  a 
Director,  so  that  the  present  Directors  of  the  ' '  May- 
flow^er"  Company  are  as  follows: 

Mr.  John  Maxwell  (the  Chairman  of  Associated 
British  Pictures  Corporation  Ltd.)  Chairman. 

Mr.  Pommer  and  Mr.  Laughton — Managing  Di- 
rectors. 

Mr.  Guedalla — an  Ordinary  Director. 

It  was  noted  that  as  the  preparatory  work  had 
been  well  in  hand  even  before  Mr.  John  Maxwell's 
association  with  ^*  Mayflower"  immediately  Mr. 
Pommer  had  finished  cutting  ''Vessel  of  Wrath" 
with  a  lay-off  of  two  or  three  weeks  for  him,  as  he 
needed  a  rest,  and  also  a  necessary  lay-off  for  Mr. 
Laughton,  ''St.  Martin's  Lane"  was  going  imme- 
diately to  be  produced  at  Elstree.  Also  there  was 
considerable  work  well  in  hand  in  connection  with 
"Jamaica  Inn",  which  however  was  going  to  be  a 
very  much  more  expensive  film  to  be  produced,  espe- 
cially as  it  entails  so  much  location  work  in  Corn- 
wall. 

Mr.  Guedalla  reported  that  according  to  his  in- 
formation the  figures  for  "Vessel  of  Wrath"  were 
turning  out  very  satisfactory  and  he  believed  the 
film  was  being  shot  very  near,  if  not  up  to  schedule 
of  shooting  time.  [259] 

It  was  decided  that  the  Company  should  stick  to 
its  policy  (which  had  been  its  j)olicy  throughout) 
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never  to  miss  the  opportunity  of  acquiring  a  good 
story  and  having  it  treated,  but  it  was  self  under- 
stood that  preference  should  be  given  to  ''May- 
flower'' if  ''Mayflower"  wished  to  acquire  the  story. 
After  all,  except  for  the  interest  of  Mr.  John  Max- 
well's Company  in  "Mayflower"  this  Company, 
either  as  subscriber  or  as  mortgagee,  was  interested 
in  "Mayflower's"  success,  and  if  successful,  and  if 
this  Company,  as  was  hoped  would  be  paid  off  ])y 
Rosemullion  what  w^as  lent  to  Rosemullion,  it  would 
be  sufficiently  rewarded  for  its  moiety  of  interest, 
subject  to  Mr.  Maxwell's  25%,  of  the  Ordinary 
Shares. 

(Sgd)     F.  M.  GUEDALLA 

18/11/37. 


MINUTES 

of  the  Meeting  of  Directors  held  at  7,  Park  Cres- 
cent, Portland  Place,  W.l.  on  Thursday  18th  No- 
vember 1937. 

Present:  Mr.  F.  M.  Guedalla— Chairman 
Mr.  A.  T.  Chenhalls. 

Attending:  Mr.  F.  Carpenter — Secretary. 
The  Minutes  of  the  Meeting  held   on   Thursday 
11th  November  1937  were  read  and  confirmed. 

"Accounts". 

Audited  accounts  for  the  three  years  ended  30th 
Ap7-il  1935,  1936  and  1937  were  laid  before  the 
Meeting. 
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It  ^Yas  resolved  that  these  be  adopted,  and  accord- 
ingly the  accounts  were  signed  by  the  two  Directors. 

General  Meeting. 

It  was  resolved  that  the  Amuial  General  Meeting 
of  the  Company  be  fixed  for  1st  December  next. 
(Sgd)     F.  M.  GUEDALLA 

30/11/37.  [260] 


MINUTES 

of  the  Meeting  of  Directors  held  at  7,  Park  Crescent, 
Portland  Place,  W.l.  on  Tuesday  30th  November 
1937. 

Present:  Mr.  F.  M.  Guedalla — Chairman 
Mr.  A.  T.  Chenhalls. 

Attending:  Mr.  F.  Carpenter — Secretary. 

The  Minutes  of  the  Meeting  held  on  Thursday 
18th  November  1937  were  read  and  confirmed. 

Conversion  of  Mayflower  Shares. 

It  was  reported  that  in  accordance  with  a  resolu- 
tion passed  by  the  Mayflower  Pictures  Corporation 
Ltd.  60,000  Ordinary  shares  of  5s/-  each  in  May- 
flower Pictures  Corporation  Ltd.  were  converted 
into  58,000  Preference  shares  of  5s/-  each  and  20,000 
Ordinary  shares  of  1&/-  each  and  further  80,000 
Prefs.  created  and  taken  by  A.  B.  P.  C.  Ltd. 

Sale  of  Mayflower  Shares. 

Further  it  was  resolved  in  pursuance  of  arrange- 
ments made  witli   the   Associated   British   Picture 


vs,  Chai^les  Laughton  367 

Corporation  that  2,500  ordinary  shares  of  Is/-  each 
in  the  Mayflower  Pictures  Corporation  Ltd.  be  sold 
at  par  to  that  Company,  2,500  for  this  Company 
and  2,500  for  Rosemullion  of  its  holding-. 

(Sgd)     F.  M.  GUEDALLA. 

9/12/37. 


MINUTES 

of  the  Meeting  of  Directors  held  at  7,  Park  Crescent, 
Portland  Place,  W.l.  on  Wednesday  1st  December 
1937. 

Present:  Mr.  F.  M.  Guedalla,  Chairman 
Mr.  A.  T.  Chenhalls. 

Attending":  Mr.  F.  Carpenter,  Secretary. 

The  Minutes  of  the  Annual  General  Meeting  held 
on  1st  December  1937  were  read  and  confirmed. 

^'Down  Donkey  Row". 

An  Agreement  dated  15th  November  1937  for  the 
purchase  of  the  film  rights  of  Mr.  L.  Ortzen's  story 
^'Down  Donkey  Row"  was  laid  before  the  Meeting. 
It  was  resolved  that  this  be  entered  into  and  accord- 
ingly the  Company's  seal  was  affixed  thereto. 

(Sgd)     F.  M.  GUEDALLA. 

9/12/37.  [261] 
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MINUTES   OF  THE  ANNUAL   GENERAL 
MEETING 
held  at  115,  Chancery  Lane,  W.C.2.  on  Wednesday 
1st  December  1937. 

Present:  Mr.  F.  M.  Guedalla— Chairman 
Mr.  F.  Basil  Guedalla 
Mr.  G.  D.  Spyer 

Attending:  Mr.  F.  Carpenter — Secretary. 

The  Minutes  of  the  Meeting  held  on  Tuesday  30th 
November  1937  were  read  and  confirmed,  together 
with  those  of  the  17th  December  1936. 

Accounts. 

Accounts  for  the  three  years  ended  30th  April 
1935,  1936  and  1937,  together  with  the  Auditor's 
report,  were  laid  before  the  Company. 

It  was  resolved  that  these  be  adopted  by  the 
Company. 

Auditors. 

It  was  resolved  that  Messrs.  Price  Waterhouse  & 
Co.  be  re-elected  auditors  for  the  ensuing  year  at  a 
fee  to  be  arranged. 
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MINUTES 

of  Meeting  of  Directors  held  at  7,  Park  Crescent, 
Portland  Place,  W.l.  on  Thursday  the  9th  Decern- 
her  1937. 

Present:  Mr.  F.  M.  Guedalla — Chairman 
Mr.  A.  T.  Chenhalls. 

Attending:  Mr.  F.  Carpenter  (Secretary) 

The  Minutes  of  the  Meeting  held  on  the  1st  De- 
cember, 1937  were  read  and  confii'med. 

Miss  Clemence  Dane. 

An  assignment  to  the  Mayflower  Pictures  Corpo- 
ration Ltd.  of  the  agreement  between  the  Company 
and  Miss  Clemence  Dane,  dated  4th  February,  1937 
was  laid  before  the  Meeting.  It  was  resolved  that 
this  be  executed  and  accordingly  the  seal  of  the 
Company  was  affixed  thereto. 

(Sgd)     F.  M.  GUEDALLA. 

25/1/38.  [262] 


MINUTES 

of  the  Meeting  of  Directors  held  at  7,  Park  Cres- 
cent, Portland  Place,  W.l.  on  Tuesday  the  25th 
January,  1938. 

Present:  Mr.  F.  M.  Guedalla — Chairman 
Mr.  A.  T.  Chenhalls. 

Attending:  Mr.  F.  Carpenter  (Secretary) 
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The  Minutes  of  the  Meeting  held  on  the  9th  De- 
cember, 1937  were  read  and  confirmed. 

^^The  Eavesdropper '\ 

An  agreement  dated  19th  January,  1938  between 
the  Company  and  Messrs.  G.  H.  Moresby  Wright 
and  Jerry  Verno  for  the  purchase  of  certain  rights 
in  their  story  ''The  Eavesdropper",  was  laid  before 
the  meeting. 

It  was  resolved  that  this  agreement  be  executed 
and  accordingly  the  seal  of  the  Company  was  af- 
fixed thereto. 

Rosemullion  Producers  Ltd. 

It  was  reported  that  Mr.  Chenhalls  had  received  a 
cheque  for  £374.  6.  6.  being  interest  up  to  31st  De- 
cember, :1937  on  the  advance  of  £15,000  (as  reduced 
by  repayment  of  £125  on  16th  November,  1937)  to 
Rosemullion  Producers  Ltd. 

(Sgd)     F.  M.  GUEDALLA. 

5/2/38. 


MINUTES 

of  the  Directors  Meeting  held  at  7,  Park  Cres- 
cent. Portland  Place,  W.l.  on  Saturday  the  5th 
February  1938. 

Present:  Mr.  F.  M.  Ouedalla — Chairman 
Mr.  A.  T.  Chenhalls. 

Atteuding:  Mr.  F.  Carpenter  (Secretary). 

The  Minutes  of  the  Meeting  held  on  the  25th  Jan- 
uary 1938  were  read  and  confirmed. 
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ol 


Secretary's  Salary. 

It  was  reported  and  a})proved  that  as  from  De- 
cember 5th  last,  Miss  Hope  Chenhalls,  who  is  paid 
for  secretarial  and  typewi-itin,^  services  by  May- 
flower, should  be  paid  by  tliis  Company  an  addi- 
tional sum  of  10/-  ])er  week,  subject  to  notice  on 
either  side,  for  services  to  the  Company,  it  being 
stated  that  Mayflower  approved. 

(Sgd)     F.  M.  GUEDALLA. 

2/3/38.  [263] 


MINUTES 

of  the  Directors  Meetins^  held  at  7,  Paik  Cres- 
cent, Portland  Place,  W.l.  on  Wednesday  the  2nd 
March,  1938. 

Present:  Mr.  F.  M.  Guedalla — Chairman 
Mr.  Basil  Guedalla. 

The  Minutes  of  the  Meeting  held  on  the  5tli  Feb- 
ruary, were  read  and  conflrmed. 

The  Board  considered  and  approved  tlie  execu- 
tion of  a  document  for  registration  at  Washington, 
U.S.A.  affirming  the  assignment  from  tlie  (\)ni])any 
to  ^^The  Mayflower"  Pictures  Corporation  Limited 
of  the  Agreement  dated  6th  March  1937  made  be- 
tween Mr.  Somerset  Maugham  and  tlie  Com])any, 
and  of  all  the  Company's  interest,  rights  and  o])li- 
gations  thereunder. 

And  it  was  resolved  that  Mr.  F.  M.  Guedalla,  as 
a  Director  of  the  Company  be  authorised  and  em- 
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powered  to  sign  such  document  on  behalf  of  the 
Company. 

25/5/38. 


MINUTES 

of  a  Meeting  of  Directors  held  at  7,  Park  Cres- 
cent, Portland  Place,  W.l.  on  Wednesday  the  25th 
May,  1938. 

Present:  Mr.  F.  M.  Guedalla — Chairman 
Mr.  A.  T.  Chenhalls. 

Attending:  Mr.  F.  Carpenter — Secretary. 
The   Minutes   of   the   Meeting   held   on   the   2nd 
March,  1938  were  read  and  approved. 

Directors. 

The  Secretary  placed  before  the  Board  a  letter 
from  Mr.  Basil  Guedalla  tendering  his  resignation 
as  a  Director  of  the  Company  and  it  was  resolved 
that  his  resignation  be  and  is  hereby  accepted. 

Mr.  F.  M.  Guedalla  lodged  his  nomination  of  Mr. 
Gerald  Douglas  Spyer  to  be  his  alternate  Director 
at  any  meeting  of  the  Board  at  which  he  is  unable 
to  be  present,  and  Mr.  Chenhalls  lodged  his  nomina- 
tion of  Mr.  Charles  Sterne  Forsyth  as  his  alternate 
Director  for  the  same  purpose. 

It  was  resolved  that  these  nominations  be  and  ar(^ 
hereby  ap])roved. 


TO 
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It  was  further  resolved  that  such  alternate  Direc- 
tors should  have  the  jjower  to  sign  cheques  under  the 
same  conditions  as  at  present  j)rovided  for  in  the 
case  of  Directors,  and  that  the  Company's  bankers 
be  and  they  are  hereby  authorised  to  honour  cheques 
drawn  by  any  two  Directors,  inclusive  of  alternate 
Directors,  and  countersigned  by  the  Secretary.  Mr. 
Carpenter  was  instructed  to  notify  all  ])arties  as 
necessary. 

(Sgd)     F.  M.  GUEDALLA. 

27/5/38. 

[Endorsed]:  Petitioner's  Exhibit  18.  Admitted 
in  evidence  June  27,  1938.  [264] 


RESPONDENT'S  EXHIBIT  ^^A" 

Frank  Joyce-Myron  Selznick,  Ltd. 
Agency 

This  agency  is  licensed  by  the 
Commissioner  of  Labor  of  the  State  of  California. 

American  Play  Company,  Inc., 
33  West  42nd  Street, 
New  York  City,  N.  Y. 

May  4,  1932 
Frank  Joyce-Myron  Selznick,  Ltd., 
Equitable  Building, 
Hollywood,  California. 

Gentlemen : 

In  consideration  of  your  corporation  agreeing  to 
represent  me  as  my  manager  and  i)ersonal  repre- 
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sentative,  your  sole  duties  as  such  being  to  render 
so  much  of  your  efforts,  time  and  services  as  in  your 
opinion  may  be  necessary  for  the  purpose  of  nego- 
tiating for  and  endeavoring  to  procure  engagements 
and  employment  for  me  in  the  motion  picture  and 
theatrical  and  vaudeville  industries  and  places  of 
amusement  and  entertainment  generally  and  in 
radio  broadcasting  and  television  and  for  phono- 
graph recording  and  for  recording,  reproducing  and 
distribution  by  any  and  all  mechanical  means,  de- 
vices and  appliances  which  now  exist  or  which  here- 
after may  be  used,  developed  or  invented,  I  hereby 
employ  you  and  agree  to  employ  no  one  else  to  so 
represent  me  for  the  term  of  five  years  from  the 
date  of  termination  of  my  present  contract  with 
Paramount,  or  at  the  date  of  the  possible  cancella- 
tion of  my  present  contract  or  any  date  I  receive 
an  adjustment  over  the  present  remuneration  stipu- 
lated in  the  present  aforesaid  contract,  and  I  hereby 
agree  that  you  shall  have  the  sole  and  exclusive  right 
to  sell  and  dispose  of  my  services  as  aforesaid  dur- 
ing the  term  above  specified  and  I  further  agree  that 
regardless  of  whether  or  not  my  services  are  en- 
gaged as  a  result  of  your  efforts  that  I  will  pay  you 
for  your  said  services  immediately  as  and  when  the 
same  shall  be  received  by  me,  ten  per  centum  (107f ) 
of  all  monies  either  directly  and/or  indirectly 
earned  and/or  received  by  me  for  my  said  services 
as  salary,  bonus,  percentage,  royalty,  shares,  com- 
mission and/or  comj)ensation  both  during  the  above 
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terms  and  after  the  expiration  thereof  for  so  lon<i," 
a  period  thereafter  as  I  sliall  continue  to  be  (-ni- 
ployed  upon  contracts  for  my  services  entered  into 
prior  to  such  expiration  and  upon  renewals  of  such 
contracts,  ojjtions  exercised  thereunder  and  u]Hm 
new  contracts  entered  into  by  me  in  substitution 
and/or  replacement  of  such  contracts.  You  may  ad- 
vertise the  fact  that  you  represent  me. 

I  hereby  irrevocably  authorize  and  emjjower  you 
to  collect  all  checks  and  monies  due  and  }>ayable  to 
me  for  my  services  aforesaid,  to  endorse  my  name 
to  said  checks  and  to  deposit  said  checks  and  monies 
to  your  bank  account,  to  retain  the  percentage  of  my 
said  earnings  due  you  as  aforesaid  and  to  ])ay  over 
the  balance  to  me,  hereby  irrevocably  a])])ointin^" 
you  my  attorney  in  fact  for  the  aforesaid  ])urposes. 
This  provision  is  of  the  essence  of  this  agreement. 

[265] 

In  case  you  should  institute  suit  against  me  to  re- 
cover any  portion  of  the  monies  to  become  due  liere- 
under  I  agree  to  y)ay  such  additional  sum  as  attoi- 
neys  fees  as  the  Court  may  adjudge  to  be  reason- 
able. 

No  cancellation  or  waiver  of  this  agreement  shall 
be  binding  imless  it  be  in  writing  and  signed  ]\v 
both  of  us. 

Your  acceptance  of  this  employment  shall  consti- 
tute a  binding  contract  between  us  to  the  abcn^e 
effect. 
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Either  of  you  may  delegate  the  duties  to  be  per- 
formed hereunder  to  the  other  of  you.  This  contract 
excludes  the  legitimate  stage. 

Very  truly  yours, 
(Sgd)    CHARLES  LAUGHTON 

Agreed  to  and  accepted: 

FRANK  JOYCE-MYRON 
SELZNICK,  LTD. 
(Sgd)    MYRON  SELZNICK 

President. 
(Sgd)    FRANK  JOYCE 

First  Vice-President. 
AMERICAN  PLAY  COMPANY, 
INC. 
By    (Sgd)    LELAND  HAYWARD 

Secretary.  [266] 


RESPONDENT'S  EXHIBIT  ^^B" 

Night  Cable  Letter  December  22,  1933 

Frank  Joyce 

Seljoy 

London 

Before  sailing  Charles  Laugliton  told  me  he  could 
be  here  by  May  first  next  Stop  I  have  arranged 
to  postpone  my  starting  date  to  coincide  with  this 
Stop  Please  confer  with  Laughton  as  I  must  know 
definitely  and  immediately  whether  or  not  he  will  be 
here  for  and  is  still  anxious  to  and  is  going  to  play 
Louis  Sixteenth  in  Marie  Antoinette     Stop     If  yes 
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all  matters  pertaining  to  deal  including  money  must 
be  settled  on  immediately  and  contract  signed  St(jp 
Anticipate  starting  actual  shooting  May  first  aiid  a 
^'^x  weeks'  schedule  but  should  have  Laughton  here 
two  weeks  earlier  for  conferences  on  script  and 
building  w^ardrobe  Stoj)  1'his  is  sent  after  confer- 
ence Myron  Volck  and  myself  and  they  have  co])y  of 
this  cable  and  are  going  to  cable  you  direct  Merry 
Christmas. 

THALBERG 

AGV/fp 

Chg.  Frank  Joyce-Myron  Selznick,  T.td. 

c/c  Messrs.  Selznick,  Joyce,  Hayward, 
McCormick,  Deverich,  Ham,  Mar- 
cus, Townsend,  Rockett,  Bender, 
Midgley.  [267] 


RESPONDENT'S  EXHIBIT  ^^C" 

Joysel  Jan.  15tli,   1934 

Beverly  Hills  London  Cable 

Laughton  would  like  to  play  the  father  in  I>arretts 
of  Wimpole  Street  strong  possibility  Laughton 
being  available  April  first  (Stop)  Important  did 
Universal  London  office  make  suggestion  Oberon 
or  did  Universal  Hollywood  enquire  through  Lon- 
don office 

SELJOY 
(XVMessrs.  Selznick,  Joyce  (MLM) 
Ham  Simpson  File.  [268] 
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EESPOXDEXT'S  EXHIBIT  ''W 

D12SFFG-243  CCC  MET 

JB  London  Jan  10  1934 

NLT  JoYsel   (Frank  Joyce  Myron  Selznick  Ltd 
1275        9460  Wilshire  Blvd        Bev  Hills)    (MF) 
BeverlyHillsCalif 

Laughton  states  Tlialberg  promised  send  story 
treatment  to  old  Vic  Charlie  would  like  to  get  some 
idea  of  story  please  airmail  same  soon  possible 
stop  Options  at  this  time  out  of  question  as  Charlie 
has  too  many  committments  with  Thalberg  Para- 
mount then  two  pictures  with  Korda  this  year  stop 
Your  cal^le  mention  thirtyfive  thousand  beeing  my 
figures  to  who  did  I  quote  them  I  did  not  discuss 
Lauahton  deal  with  Irving  and  quoted  no  price  stop 
Irving  is  certainly  not  a  man  to  tolerate  unfairness 
but  he  is  not  treating  [269]  me  fairly  in  this  case 
stop  Charlie  is  perfectly  willing  to  do  this  picture 
and  to  show  his  good  faith  has  cancelled  all  other 
negotiations  and  arranged  to  be  available  but  will 
not  be  penalized  to  the  extent  of  accepting  thirtyfive 
thousand  dollars  stop  Charlie  is  all  at  sea  over  the 
matter  and  requests  we  conduct  negotiations  nor- 
mally and  get  best  deal  possible  and  favour  Irving 
solelv  as  he  2:reatlv  admires  Irvinsr  also  his  abilitv 
to  present  him  properly  stop  Charlie  must  know 
immediately  as  he  must  arrange  to  get  out  of  last 
])art  of  Okl  Vic  which  will  be  difficult  stop  He  also 
states  lie  had  a  very  satisfactory  talk  with  Irving 
but  denies  he  made  any  committments  as  Irving 
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made  none  and  Irving  clearly  stated  he  could  ])os- 
sibly  [270]  wait  till  February  but  not  till  May  there- 
fore Irving  was  not  eommittod  stop  What  is  Irvings 
idea  of  billing 

SELJOY 

155AM-n  [271] 


RESPONDENT'S  EXHIBIT  ''E'' 

Cable  London  March  6  1934 
Joysel 
Beverly  Hills  Calif 

Laughton  deal  closed  Thalberg  forty  thousand  Bar- 
retts fifty  thousand  Antoinette  Thalberg  to  arrange 
Paramoimt  permission  stop  No  extension  for  Para- 
mount if  Laughton  idle  after  Antoinette  sto})  Now 
can  you  arrange  transportation  for  three  instead  of 
two  people  either  Paramoimt  or  Metro  to  pay  stop 
According  one  cable  from  you  Thalberg  may  not 
wait  for  Laughton  for  Barretts  in  which  event  An- 
toinette would  start  June  first  if  this  happens 
Laughton  would  like  some  payment  for  waiting 
not  advance  stop  Will  make  no  agency  deal  stop 
Schlay  deal  okay 

FRANK 
cc:    Mr.  Selznick 

Mr.  Volck 

Mr.  McCormick 

Files.  [272] 
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RESPONDENT'S  EXHIBIT  '^F^' 

Registered  Mail 

Return  Receipt  Requested 

March  8th,  1934 
Paramount  Productions,  Inc. 
5451  Marathon  Street 
Hollywood,  California 
Attention:  Mr.  Henry  Herzbrun 
Re:  Charles  Laughton 

Gentlemen : 

Please  be  advised  that  we,  as  agent  and  manager 
for  our  client,  Charles  Laughton,  and  pursuant  to 
the  terms  of  that  certain  agreement  made  the  29th 
day  of  March,  1933  betw^een  Paramount  Produc- 
tions, Inc.  and  Charles  Laughton,  and  pursuant  to 
the  terms  of  Article  Seventh  thereof,  and  confirm- 
ing conversations  of  Tuesday,  March  6th  and 
Wednesday,  March  7th,  with  your  Mr.  Albert  A. 
Kaufman  and  conversations  of  Wednesday,  March 
Ttli  with  Messrs.  Henry  Herzbrmi  and  Jack  Karp 
of  your  Legal  Department,  we  submit  to  you  here- 
with, and  confirming  the  aforesaid  conversations, 
formal  offer  made  by  Metro-Goldwyn-Mayer  Cor- 
poration for  the  services  of  Charles  Laughton  for 
the  part  of  *  Louis  XVI'  in  their  forthcoming  ])ro- 
duction,  *^ Marie  Antoinette",  to  be  produced  by 
Irving  Thalberg. 

The  starting  date  of  Laughton 's  services  is,  as 
now  scheduled,  June  15th  next  and  the  compensa- 
tion offered  is  Fifty  Thousand  Dollars  ($50,000.00) 
for  twelve    (12)    consecutive   weeks.   It   is   Metro- 
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Goldwyn-Mayer's     intention     to     co-star     Charles 
Laughton  with  Miss  Norma  Shearer. 

Although  you  have  advised  us  that  it  would  not 
be  neecssaiy  to  file  this  notice  in  writing,  we  would 
j)iefe]'  to  do  so  for  record  purposes. 

it  is  our  understanding  that  your  Mr.  Kaufman 
is  to  give  us  your  decision  not  later  than  this  coming 
Saturday  in  connection  with  the  above  picture  for 
Metro-Goldwyn-Mayer,  as  to  whether  you  will  ap- 
prove Mr.  Laughton  making  this  picture  for  Metro- 
Goldwyn-Mayer  or  whether  you  intend  to  meet  the 
terms  and  conditions  for  a  picture  for  yourselves. 
Yours  very  truly, 
FRANK  JOYCE-MYRON  SELZNICK,  LTD. 
By  A.  GEORGE  VOLCK 

Vice  President  [273] 
AGV/fp 
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RESPOXDENT'S  EXHIBIT  ^^G" 

Paramount  Productions,  Inc. 

Producer  of 

Paramount  Pictures 

5451  Marathon  St.     Holly\\^ood,  Calif. 
Telephone  Cable  Address 

HollyAvood  2411  ^^Famfilm'' 

Office  of 
Henry  Herzbrmi 
Resident  Attorney 

March  15,  1934 

Frank  Joyce-Myron  Selznick,  Ltd. 
9460  Wilshire  Boulevard, 
Los  Angeles,  California 

Re:  Charles  Laughton 
Gentlemen : 

Confirming  our  oral  advice  to  you  of  today  as 
follows,  you  are  advised  that  in  response  to  your 
communication  of  March  8,  1934,  the  undersigned 
Corporation  hereby  accepts  the  terms  of  the  offer 
which  Mr.  Charles  Laughton  has  received  from 
Metro-Goldw\Ti-Mayer  Corporation  as  stated  in 
your  said  communication  and  as  thereby  submitted 
to  the  undersigned  Corporation. 

Pursuant  to  Paragraph  SEVENTH  of  the  agree- 
ment between  the  undersigned  Corporation  and  Mr. 
Laughton  dated  the  29th  day  of  March,  1933,  we 
will  accordingly  immediately  prepare  a  contract 
with  respect  to  such  additional  motion  picture  em- 
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bodying  the  terms  set  foi-th  in  yonr  communication, 
to  be  executed  by  the  undersigned  Corporation  and 
Mr.  Laughton,  as  in  said  paragraph  of  said  agree- 
ment between  the  undersigned  Corporation  and  ^Ir. 
Laughton  provided. 

Yours  very  truly, 
PARAMOUNT  PRODUCTIONS,  INC. 
By  (Signed)  HENRY  HERZBRUN 
Assistant  Secretary 
HH-la  [274] 


RESPONDENT'S  EXHIBIT  ^'H" 

Copy  of  Cable  Received  20th  March  1934. 

ZMA2  LX96  NewYork  36  20 

NLT  Laughton  Bury  Court  Germyn  Street  London 
Congratulations  big  shot  Paramount  has  met  your 
Metro  deal  stop  We  notified  Paramomit  they  must 
also  meet  other  than  financial  terms  also  stop  Will 
keep  you  informed 

FRANK  [275] 


RESPONDENT'S  EXHIBIT  ^^I" 

NLT  April  13  1934 

Charles  Laughton 
London  England 

Dear  Charlie  Paramount  today   agieod   you   could 
do  Barretts  and  Antoinette  provided  that   at   ex- 
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piration  Antoinette  you  give  Paramount  period  of 
five  months  in  which  to  make  their  picture  already 
contracted  for  phis  one  additional  picture  on  same 
terms  as  Antoinette  namely  fifty  thousand  stop 
Paramount  expects  do  Cagliostro  with  Lubitsch  if 
Lubitsch  approves  story  and  Kiplings  man  who 
w^ould  be  king  if  they  can  make  deal  with  Kipling 
however  Kipling  insists  he  must  okeh  continuity 
stop  We  feel  it  advisable  accept  this  arrangement 
stop  Believe  Paramount  will  advance  ten  thousand 
dollars  now^  if  this  agreed  to  also  transpor- 
tation for  two  stop  Thalberg  extremely 
anxious  you  report  quickly  as  possible  and 
in  no  event  later  than  May  eighth  stop  Thalberg  will 
guarantee  Elsa  four  weeks  at  twelve  fifty  weekly  for 
what  he  says  important  part  Antoinette  stop  As  this 
setup  would  mean  you  would  be  tied  up  on  Metro 
and  two  Paramount  pictures  until  about  February 
next  year  am  wondering  if  this  agreeable  to  Korda 
and  would  his  consent  have  to  be  obtained  stop  Am 
cabling  Votion  see  you  and  discuss  this  whole  matter 
and  urge  quick  reply  and  if  agreeable  what  is 
earliest  date  you  could  report  Thalberg  for  Barretts 
Kindest  regards 

McCORMICK 

cc  *  Messrs.  Selznick,  Joyce,  Marcus.  [276] 
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RESPONDENT \S  EXHIBIT  ^M'' 
NLT  Cable  April  15,  1934 

Charles  LaugMon 
Burycourt  Germyn  Street 
London 

Deal-  Charlie  this  selling  down  the  river  talk 
astounds  me  (stop)  Have  had  no  deal  in  office  since 
its  inception  on  which  more  time  has  been  expended 
b}^  Volck  McCormick  and  myself  than  your  Para- 
mount Metro  complication  (stop)  Charlie  have  you 
forgotten  you  closed  deal  over  transatlantic  phone 
with  Thalberg  in  presence  Eckman  for  Barretts 
and  Antoinette  (stop)  You  may  not  consider  this 
a  deal  but  studio  emphatically  does  and  have  pro- 
ceeded accordingly  in  preparing  scripts  spending 
considerable  money  on  this  assumption  (stop) 
Further  Charlie  I  feel  Antoinette  such  splendid 
part  for  you  it  would  be  pity  give  it  up  (stop)  Do 
you  further  realize  Paramount  proceeding  on  your 
request  for  Lubitsch  granted  extension  and  put 
writers  to  work  on  Cagliostro  after  you  apy)roved 
it  (sto]))  Even  if  Metro  deals  could  be  kicked  over 
and  you  reported  Paramount  in  May  this  would 
mean  rushing  some  script  together  with  possibility 
uHHlioere  director  and  may  be  another  white  womaii 
(stop)  After  all  Charlie  your  contract  does  not  give 
you  ai)])roval  story  director  or  scri])t  and  Para- 
mount would  be  within  their  rights  to  indefinitely 
suspend  you  should  you  refuse  go  ahead  with  wliat- 
ever  they   selected   and   enjoin   you    from   working 
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for  any  other  company  (stop)  Assure  you  we  have 
done  every  possible  thing  protect  your  interests  and 
try  work  this  out  your  best  advantage  and  to  get 
you  assignments  you  asked  for  despite  fact  we  have 
actually  jeopardized  our  personal  relationship  \vith 
both  studios  over  this  w^hole  matter  (stop)  Further 
you  must  realize  that  your  seven  picture  limit  deal 
with  Korda  makes  whole  situation  even  more  diffi- 
cult (stop)  Have  notified  David  Selznick  you  not 
interested  Copperfield  (stop)  Please  show  this  Vo- 
tion  discuss  it  from  all  angles  but  keep  in  mind  your 
contractual  obligations  then  cable  us  exactly  how 
you  want  to  proceed  so  we  can  close  this  matter  up 

because  vou  must  bear  in  mind  that  Barretts  is 

«/ 

now^  in  production  cast  engaged  and  you  will  have 
to  decide  immediately  your  attitude  on  this  stop 
Love  Elsa  yourself 

MYRON 

cc  Messrs.  Joyce  (MLM),  Deverich,  Midgley,  Mar- 
cus. [277] 


EESPONDENT'S  EXHIBIT  *^K" 

NLC.  April  17,  1934 

Charles  Laughton 

Burycourt 

Germyn  Street 

London  England 

Dear  Charles  Laughton  as  per  your  desires  have 
arranged  with  Mister  Zukor  for  you  to  do  Barretts 
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and  Antoinette  without  additional  picture  for  Para- 
mount except  contract  one  the  date  for  I^aramount 
picture  to  be  arranged  at  mutually  agreeable  time 
stop  Have  noted  your  request  to  Selznick  on  Bar- 
retts but  unfortunately  cannot  comply  with  that 
now  as  have  accepted  your  commitment  as  final  and 
obligated  myself  to  Zukor  and  others  on  your  own 
desire  to  play  part  in  which  I  am  positive  you  will 
be  splendid  stop  Part  will  run  only  short  time  and 
can  arragne  to  give  you  as  nmch  rest  as  you  desire 
between  Barretts  and  Antoinette  will  appreciate 
your  confirming  by  cable  so  that  there  are  no  fur- 
ther misimderstandings  following  commitments 
Barretts  starting  May  eighth  followed  by  Antoin- 
ette which  will  start  no  sooner  than  four  weeks 
aftei'  completion  Barretts  or  up  to  eight  weeks  if 
you  request  stop  Kindest  regards 

IRVING  THALBERG 

c.c.  Mr.  McCormick,  File.  [278] 


RESPONDENT'S  EXHIBIT  ^^L" 

Night  Letter  Cable  April  24th,  1934. 

Seljoy 

London 

We   understand   from   Thalberg   Laughton    sailing 
May  fifth  Berengenia  please  confirm    (stop)   How 
was  transY)ortation  handled  regards 
JOYSEL 

cc-^lessTs.  Selznick,  Joyce,  McCormick.  [279] 
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RESPONDENT'S  EXHIBIT  ^^M'' 

April  30th,  1934 
Mr.  McComiick  Charles  Laughton 

We  have  cabled  today  as  follows: 
''Thalberg  says   imperative  Laughton   sail  Beren- 
garia  otherwise  picture  will  be  held  up". 
SIG  MARCUS 

Executive  Office 
SM:bb 
cc-Miss  Mobley  [280] 


RESPONDENT'S  EXHIBIT  ^'N" 

1934  Apr  14  PM  9  43 
FD219  209  CCC  1/50 
London  14  Nft 
Nit  Joysel 

(Frank  Joyce-Myron  Selznick  Ltd.,  9460  Wilshire 
Blvd.)-(EB) 
BeverlyHillsCalif 

Tell  McCormick  Laughton  nightlettered  Thalberg 
as  follows  quote  this  suggested  arrangement 
whereby  in  order  to  do  Barretts  and  Antoinette  I 
am  obligated  to  give  Paramount  another  picture  at 
same  terms  as  Antoinette  is  impossible  stop  For  one 
thing  it  prevents  me  from  meeting  my  obligation  to 
Korda  [281]  as  I  must  make  a  film  for  him  this 
year  and  for  another  thing  it  further  postpones  my 
realizing  my  market  value  to  a  still  later  date  also 
as  you  know  I  have  very  good  reasons  for  not  want- 
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ing  to  do  any  further  picturc^s  for  Paramount  stop 
As  when  I  [282]  agreed  to  the  postponement  of  my 
starting  date  of  my  last  picture  with  Paramount  I 
had  already  understood  from  you  on  the  tele])lione 
you  had  settled  the  matte]*  my  only  course  of  action 
seems  to  be  to  revoke  my  agreement  to  that  post- 
ponement hold  myself  available  for  them  May 
eighth  [283]  and  get  their  contract  over  with  stop 
It  seems  to  me  the  only  alternative  is  to  forget 
Barretts  and  do  Antoinette  if  there  are  no  condi- 
tions from  Paramount  for  that  unquote  stop  Laugh- 
ton  arrived  at  above  decision  after  lengthy  discus- 
sion please  try  cable  urgent  everything  in  order 
furthermore  if  Barretts  definitely  out  suggest  Sir 
Cedric  Hardwick  for  this 

SELJOY.  [284] 
Copies — Messrs.   Selznick,  Joyce    (MLM),   Marcus, 
Herzbrun,  McCormick. 


Frank  Joyce-Myron   Selznick,  Ltd. 
&  Leland  Hayward,  Inc. 

INTER-OFFICE  (COMMUNICATION 

To:  Mr.  Myron  Selznick 

Subject:  Charles  Laughtoii  Date  5/14/34 

Staiting  at  MGM  in  ''Barretts  of  Wim])ole  Street'' 
on  May  15,  1934,  at  $8,000.00  per  week. 
Guarantee,   5   weeks   guarantee   for   total    of   $40,- 
000.00— pro-rata  thereafter. 
LOVETT 

(initialled)    [285] 
BC 
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RESPONDENT'S  EXHIBIT  ^'P'' 

Frank  Joyce-Myron  Selznick,  Ltd. 
Inter-Office  Communication 

To :  Messrs.  McCormick,  Deverich,  Ham,  Townsend, 
Bender,  Simpson. 

Date  May  15th,  1934. 

Subject :   Charles  Laughton 

We  have  been  advised  that  Mr.  Charles  Laughton 
has  entered  into  a  contract  with  an  English  Corpora- 
tion known  as  Motion  Picture  &  Theatrical  Indus- 
tries Ltd.,  in  accordance  with  which  Mr.  Laughton 
is  required  to  render  his  services  exclusively  to  that 
Corporation. 

The  aforesaid  Corporation  will  lend  the  services 
of  Mr.  Laughton  to  motion  picture  producers  here 
and  contracts  for  Laughton 's  services  must  be 
signed  by  the  Corporation  or  by  their  Power-of- 
Attorney,  Mr.  Loyd  Wright. 

The  directors  of  the  Corporation  are: 

Mr.  Florance  Montefiore  Guedalla, 
Mr.  Ronald  Harry  Shipley, 
Mr.  Francis  Basil  Guedalla, 

and  the  Secretary  is : 

Mr.  William  C.  Oswald. 

Their  address  is : 

6  Talbot  House, 

98  St.  Martins'  Lane, 

London. 

Their  cable  address  is  Guedalla,  London. 
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Any  monies  we  collect  for  Laughton  should  be 
paid  to  the  Corporation's  account  at  the  Bank  of 
America,  although  this  brings  up  a  difficulty  in  that 
the  producer  here  will  probably  make  its  checks  pay- 
able to  the  Corporation  fi-om  whom  the\'  borrow 
Laughton,  consequently,  our  Power-of-Attorney  will 
not  permit  us  to  negotiate  such  checks.  However,  we 
are  advised  that  Laughton 's  Corporation  will  in- 
struct the  Bank  of  America  to  pay  our  commissions 
over  to  us  should  this  be  necessary. 

The  Laughton  Corporation  requires  that  no  con- 
tract be  made  for  Laughton  before  its  principal 
terms  have  been  accepted  by  the  Corporation. 

Mr.  Loyd  Wright  has  received  copies  of  the  Ar- 
ticles of  Incorporation  of  the  Corporation  in  the 
event  any  pi'oducers  or  any  local  bank  requires  to 

see  the  same. 

SIG  MARCUS 

Executive  Office 
SM:f 

cc  to  Messrs.  Selznick,  Joyce, 

Hayward,  Lovett,  Midgley.  [286] 


RESPONDENT'S  EXHIBIT  ^^Q" 

May  18th,  19;U 
Nite  Letter  Cable 
Seljoy 
London 

Laughton  signed  exclusive  contract  with  cor])ora- 
tion  called  Motion  Picture  and  Theatrical  Industries 
Limited  in  accordance  with  which  all  studio  employ- 
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ment  contracts  must  be  drawn  between  studio  and 
above  corporation  (Stop)  Consequently  Laughtons 
checks  will  be  made  payable  to  said  corporation 
which  will  prevent  us  from  using  our  i30wer  attor- 
ney to  deduct  commissions  unless  we  have  separate 
power  attorney  signed  by  said  corporation  (Stop) 
They  advise  however  they  agreeable  instruct  Bank 
America  pay  us  our  percentage  direct  (Stop)  Con- 
tact immediately  Guedalla  Company  Grand  Build- 
ings Trafalgar  Square  who  are  directors  Laughtons 
corporation  and  arrange  they  instruct  Bank  Amer- 
ica immediately  pay  us  commissions  on  Laughton 
salary  checks  as  deposited.     Advise.     Regards. 

JOYSEL 
SM:bb 
cc  Messrs.  Selznick,  Joyce,  Hayward, 

McCormick,  Accounting  Department.  [287] 


RESPONDENT'S  EXHIBIT  ^'R'' 

The  Clift 

Geary  at  Taylor  St. 

San  Francisco 

Air  Mail  SS  ^^Normandie'' 
July  10,  1936. 

Charles  Laughton,  Esq., 
34  Gordon  Square, 
London,  W.C.L.,  England. 

Dear  Charles : 

The  following  is  the  position.  I  saw  Loyd  Wright 
for  the  last  time  Wednesday  night. 
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I  put  up  several  propositions  to  Irving  Thalberg's 
attorneys,  but  the  one  I  aimed  at  getting  through  is 
based  on  one  of  your  own.  It  is  that  Irving  Thalberg 
agrees  to  take  up  all  three  years'  o})tions  at  once, 
i.e.,  that  you  definitely  have  seven  pictures  to  do 
with  him.  That  the  total  rcmnneratioyi  under  your 
M.G.M.  agreement  should  be  added  up,  divided  by 
seven,  fixing  an  annual  sum  PAYAIU.E  OVER 
SEVEN  YEARS.  That  this  annual  sum  should 
then  be  divided  by  52,  fixing  the  amount  you  are  to 
receive  every  week  as  from  the  signing  of  a  new 
contract. 

My  suggestion  is  that  the  new  contract 
should  be  made  by  the  London  Subsidiary 
of  M.G.M.  with  you  personally  (instead  of 
M.G.M.,  Culver  City,  with  Motion  Pictures 
Ltd.).  That  is  to  say  you  would  be  on  the 
payroll  of  M.G.M.,  London  for  seven  years  in 
respect  of  making  seven  pictures  during  1937,  1988 
and  1939.  I  put  it  to  Thalberg  three  of  these  seven 
pictures  should  be  made  by  you  and  him  in  England. 
I  gained  the  impression  from  him  that  he  is  not  only 
willing  but  keen  to  come  to  England  on  such  a  basis. 
From  the  tax  standpoint  it  would  b(^  an  advantage, 
as  I  am  of  the  opinion  that  for  American  taxes  you 
could  be  assessed  only  on  those  weeks'  rrjiuvicnftio)/ 
you  spend  working  on  the  other  four  films  to  be 
[288]  made  in  America.  This  is  tlu^  most  im])ortant 
of  the  tax  ])oints  and  Loyd  Wright  and  his  income 
tax  assistant.  Green,  are  in  a2:reement  with  uw. 
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On  the  other  hand,  Loeb,  Thalberg's  attorney, 
says  he  must  obtain  the  opinion  of  counsel  in  Wash- 
ington and  this  he  will  not  be  able  to  do  until  next 
month. 

If  these  ideas  commend  themselves  to  you  and 
then  go  through  on  these  lines,  there  are  obviously 
several  other  points  to  be  brought  up.  For  instance : 

(1)  I  suggested  to  ThahJerg  that  you  might  make 
even  more  than  the  seven  pictures  you  had 
contracted  to  do. 

(2)  If  so,  Myron  Selznick  will  be  wating  to  get 
you  for  such  extra  pictures  at  much  higher 
remuneration.  (I  saw  Harry  Ham  on  this.) 

(3)  The  idea  of  making  a  contract  with  you  in- 
stead of  your  Company  is  warmly  wel- 
comfced  by  Loeb,  who  hates  all  these  com- 
panies, and  if  they  make  this  a  condition, 
and  I  am  against  the  company  because  it 
costs  extra  American  taxes,  the  question 
arises  as  to  whether  your  company  is  worth 
keeping  in  existence  at  all. 

(4)  Factors  like  the  payment  by  M.G.M.  direct 
of  you  commission  to  Myron  Selznick  will 
have  to  be  covered. 

(5)  A  most  important  ])oint  is  what  libert\'  you 
are  to  enjoy  for  making  outside  pictures  &c. 
during  the  three  years.  This  is  a  matter 
primarily  for  Myron  Selznick,  but  I  am 
mentioning  it  to  you  now  as  you  will  be 
more  uj)  to  date  re  Korda,  your  own  and 
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his  future.  You  will  kncnv  better  the  time 
Thalberg  is  likely  to  take  to  make  seven 
pictures;  the  other  plans  you  have  in 
mind  &c. 

I  wish  I  could  write  as  enthusiastically  on  the 
past.  [289] 

My  calculation  of  the  American  income  tax  you 
OW'C  to  date  is  $58,000.  This  is  based  on  the  assump- 
tion (with  which  Green  agrees)  that  your  setu])  for 
American  tax  purposes  will  go  down  all  along  the 
line.  The  American  tax  bases  and  rates  just  imposed 
are  much  worse  than  ever  and  I  took  advantage  of 
being  with  Loyd  Wright  to  g^i  on  with  clearing  the 
Bank  balance  out  of  California,  which  he  has  recom- 
mended in  a  dozen  letters.  At  the  last  moment,  liow- 
ever,  he  was  of  the  opinion  that  about  $50,000  should 
be  left  here  to  cover  this  anticipated  income  tax 
claim,  but  I  do  not  think  he  would  o))ject  if  I 
brought  that  over  too  provided  it  was  s])ecifically 
invested  so  that  he  could  have  it  ])ack  to  meet  the* 
tax  when  it  crystalizes  next  year.  Towards  claiming 
every  possible  expense,  I  suggested  settling  every 
bill  which  the  company  owes  to  date,  drawing  checks 
on  the  American  account  even  for  amoimts  which  at 
this  particular  moment  have  to  be  estimated.  (Sucli 
then  being  allowed  against  both  American  and  Eng- 
lish taxes.)  They  include  checks  drawn  to  settle  the 
fees  and  disbursements  of  Loyd  Wright,  vShi])h'y, 
Guedalla  and  myself,  but  as  l.oyd  Wright  was  set- 
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tied  to  the  beginning  of  this  year;  Gruedalla  has 
had,  I  believe,  something  on  account,  and  I  certainly 
have  (Elsa  paid  me  £200)  I  will  make  a  general 
sort-out  on  my  return. 

I  have  accordingly  stipulated  that  none  of  these 
checks  are  to  be  presented  imless  and  until  they  are 
okayed  by  you  and  Guedalla,  but  I  insisted  on  their 
being  drawn  as  the  correspondence  is  full  of  Loyd 
AVright  making  suggestions,  the  carrying  out  of 
which  has  been  deferred  and  deferred.  The  check 
for  balance  investment  out  of  America  will  be  £8000 
(or,  with  tax  reserve,  £18,000). 

While  I  was  about  it,  I  read  the  whole  of  the  cor- 
respondence, Loyd  Wright's  and  Myron  Selznick's 
and  [290]  also  inspected  Laird's  books.  I  will  tell 
you  about  these  on  my  return,  so  as  not  to  make  this 
letter  any  longer. 

I  return  to  England  by  S.S.  ^'Empress  of  Britain'' 
leaving  Quebec  three  weeks  hence. 

All  the  best  to  you  and  Elsa, 

Yours, 

(Sgd) ALFRED  C. 

[Endorsed]  :  Respondent 's  Exhibit  "  R '  \  Ad- 
mitted in  evidence  June  27,  1938.  [291] 
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In  the  United  States  Circuit  Court  of  Apjjeals  for 
the  Ninth  Circuit 

B.T.A.  Docket  88104 

GUY  T.  HELVERING, 

Commissioner  of  Internal  Revenue, 

Petitioneer  on  Review, 


CHARLES  LAUGHTON, 

Respondent  on  Review. 

STATEMENT  OF  POINTS 

Comes  now  the  petitioner  above-named  by  Samuel 
O.  Clark,  Jr.,  Assistant  Attorney  General  of  the 
United  States,  his  attorney,  and  complying  with  the 
rules  of  this  Court  submits  the  following  statement 
of  points  upon  which  petitioner  relies  in  this  case: 

The  United  States  Board  of  Tax  Appeals  erred — 

1.  In  holding  that  there  are  deficiencies  in  in- 
come tax  for  the  years  1934  and  1985  in  tlie  respec- 
tive amounts  of  only  $289.66  and  $264.22. 

2.  In  failing  to  hold  that  there  are  deficiencies 
in  income  tax  for  the  years  1934  and  1935  in  tlie  re- 
spective amounts  of  $23,160.03  and  $81,270.24. 

3.  In  holding  that  Motion  Picture  and  Theatrical 
Industries,  Ltd.,  is  an  entity  se])arate  and  apart 
from  the  taxpayer. 

4.  In  holding  that  the  corporate  entity  of  Motion 
Picture  and  Theatrical  Industries,  Ltd.,  nnist  h(^ 
recognized. 

5.  In  holding  that  the  amomits  ])aid  by  ]\Ietro- 
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Golchv}^i-Mayer  Corporation,  Paramount  Produc- 
tions, Inc.,  and  Twentieth  Century  Pictures,  Inc., 
for  taxpayer's  services  were  income  of  Motion  Pic- 
ture and  Theatrical  Industries,  Ltd.,  and  not  tax- 
able to  taxpayer. 

6.  In  failing  to  hold  that  on  the  facts  an  excep- 
tional situation  is  here  presented  where  the  recogni- 
tion of  the  corporate  entity  of  Motion  Picture  and 
Theatrical  Industries,  Ltd.,  presents  an  obstacle  to 
the  due  protection  and  enforcement  of  i3ublic  rights. 

[292] 

7.  In  failing  to  hold  that  the  amounts  paid 
by  Metro-Goldwyn-Mayer  Corporation,  Paramount 
Productions,  Inc.,  and  Twentieth  Century  Pictures, 
Inc.,  for  taxpayer's  services  are  taxable  to  him. 

8.  In  failing  to  hold  that  the  arrangement  l)e- 
tween  the  taxpayer.  Motion  Picture  and  Theatrical 
Industries,  Ltd.,  and  Metro-Goldwyn-Mayer  Corpo- 
ration, Paramount  Productions,  Inc.,  and  Twentieth 
Century  Pictures,  Inc.,  was  an  anticipatory  arrange- 
ment designed  to  prevent  the  amounts  paid  for  tax- 
payer's services  from  vesting  immediately  in  tax- 
payer. 

9.  In  failing  to  hold  that  the  purj^ose  of  Con- 
gress to  tax  payments  for  services  to  the  party  per- 
forming such  services  cannot  be  frustrated  by  such 
anticipatory  arrangement  whether  it  be  designated 
a  transfer  of  future  income  or  future  services. 

10.  In  failing  to  hold  that  the  personal  earnings 
of  the  taxpayer  are  taxable  in  their  entirety  to  him. 

11.  In   failing  to   hold  that   the   amounts   paid 
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by  Metro-Goldwyn-Mayer  Corporation,  Paramount 
Productions,  Inc.,  and  'i'wentieth  Century  Pictures, 
Inc.,  for  taxx)ayer's  services  represented  compensa- 
tion for  personal  service  taxable  to  him. 

12.  In  failing  to  hold  that  the  amounts  paid 
by  Metro-Goldwyn-Mayer  Corj)oration,  Paramount 
Productions,  Inc.,  and  Twentieth  Century  Pictures, 
Inc.,  for  taxpayer's  services  are  taxable  to  the  tax- 
payer under  Section  45  of  the  Revenue  Act  of  1934. 

13.  In  holding  that  Motion  Picture  and  Theatri- 
cal Industries,  Ltd.,  was  formed  for  a  business  ])ur- 
pose. 

14.  In  failing  to  hold  that  Motion  Picture  aud 
Theatrical  Industries,  Ltd.,  was  not  formed  for  a 
business  purpose.  [293] 

15.  In  failing  to  hold  that  Motion  Pictui'c  and 
Theatrical  Industries,  Ltd.,  did  not  serve  a  business 
purpose  in  connection  with  the  income  received  dur- 
ing the  taxable  years  in  question. 

16.  In  that  its  decision  was  not  sn])p()rted  ])y  the 
evidence  and  is  contrary  to  law. 

Respectfully  submitted, 
(Signed)    SAMUEL  O.   CLARK,  JR. 
Assistant  Attorney  (Tenei'a], 
Attorney  for  Petitioner. 
Service  of  a  copy  of  the  above  statement  of  ])oints 
is  hereby  acknowledged  this  23rd  day  of  December. 
(Signed)    JOHN  B.  MILLIKEN 

Attorney  for  RespondcMit. 

[Endorsed]:    U.S.B.T.A.   Filed  Dec.  27,  1939. 

[294] 
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In  the  United  States  Circuit  Court  of  Appeals 
for  the  Ninth  Circuit 

[Title  of  Cause.] 

MOTION  TO  TRANSMIT  EXHIBITS 
PHYSICALLY 

To   the   Honorable   Judges   of   the   L^nited    States 
Circuit  Court  of  Appeals  for  the  Ninth  Circuit : 

Now  Comes  the  petitioner  on  review  by  his  attor- 
neys, Samuel  O.  Clark,  Jr.,  Assistant  Attorney 
General,  and  J.  P.  Wenchel,  Chief  Counsel,  Bureau 
of  Internal  Revenue,  and 

Moves  the  Court  to  order  that  Exliibits  B  and  C 
attached  to  the  Stipulation  of  facts,  which  exhibits 
are  to  be  specified  in  the  designation  of  contents  of 
record,  need  not  be  printed  in  the  record  on  review, 
a]id  the  Clerk  of  the  L^nited  States  Board  of  Tax 
Appeals  be  directed  to  transmit  the  originals  of 
said  exhibits,  to  the  Clerk  of  this  court,  to  be  pro- 
duced at  the  hearing  of  this  cause  for  the  benefit  of 
the  court  and  counsel ;  and  further  moves  the  court 
to  order  that  the  Clerk  of  this  court  transmit  a 
certified  copy  of  this  order  to  the  Clerk  of  the 
Board  of  Tax  Appeals. 

And  For  cause  of  this  motion,  petitioner  on  re- 
view says  tliat  Exhibit  B  attached  to  the  stipulation 
of  facts  is  a  printed  copy  of  the  [295]  British 
Companies  Act,  1929,  consisting  of  313  pages;  that 
Exhibit  C  attached  to  the  stipulation  of  facts  is  a 
printed  copy  of  Memorandum  and  Articles  of  Asso- 
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ciation  of  Motion  Picture  and  Theatrical  Industries, 
Limited,  containing  44  pages;  and  that  these  ex- 
hibits would  be  quite  expensive  to  jjrint  or  to  repro- 
duce and  their  inclusion  in  the  printed  record  on 
review  would  result  in  considerable  unnecessary 
expense,  and  the  purpose  of  these  exhibits  would 
appear  to  be  served  by  their  transmission  in  ph}'- 
sical  form. 

Wherefore,    it    is    prayed    that    this    motion    be 
granted. 

(s)  SAMUEI.  0.  CLARK,  Jr., 

Assistant  Attorney  General, 
(s)  J.  P.  WEN(^HEL, 
Chief  Counsel, 

Bureau  of  Internal  Revenue. 
No  objection: 

(s)  JOHN  B.  MILLIKEN, 
(s)  HERSCHEL  B.  GREEN, 
(s)  HARRIET  GEARY 

Counsel  for  Respondent  on  Review. 
So  Ordered: 

FRANCIS  A.  GARRECHT, 
U.  S.  Circuit  Judge. 

[Endorsed]:  Filed:  December  19,  1939.  Paul  P. 
O'Brien,  Clerk. 
A  True  Copy: 

Attest:  December  19,  1939. 
[Seal]         (s)  PAUL  P.  O'BRIEN. 
(^lerk. 

[Endorsed]:  U.S.B.T.A.   Filed  Dec.  26,   1939. 

[296] 
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In  the  United  States  Circuit  Court  of  Appeals 
for  the  Ninth  Circuit 

[Title  of  Cause.] 

DESIGNATION  OF  CONTENTS  OF  RECORD. 

To  the  Clerk  of  the  United  States  Board  of  Tax 
Appeals : 
NoAY  Comes  Guy  T.  Helvering,  Commissioner  of 
Internal  Revenue,  the  petitioner  on  review  herein, 
by  and  through  his  attorneys,  Samuel  O.  Clark,  Jr., 
Assistant  Attorney  General,  and  J.  P.  Wenchel, 
Chief  Counsel,  Bureau  of  Internal  Revenue,  and 
for  the  purpose  of  the  review  which  he,  the  said 
petitioner  on  review,  has  heretofore  taken  to  the 
United  States  Circuit  Court  of  Appeals  for  the 
Ninth  Circuit,  hereby  designates  for  inclusion  in 
the  record  on  review  the  following: 

1.  Docket  entries. 

2.  Pleadings 

(a)  Amended  Petition 

(b)  Answer  to  Amended  Petition 

3.  Findings  of  fact,  opinion,  and  decision  of 
the  Board. 

4.  Petition  for  Review  together  with  notices 
of  filing  thereof. 

5.  Statement  of  Evidence,  including  taxpayer's 
exhibits  1  to  18,  inclusive,  and  Commission- 
er's exhibits  A  to  R,  inclusive;  and  includ- 
ing Stipulation  of  Facts  together  with  ex- 
hibits A  to  L,  inclusive.  Said  exhibits  B  and 
C  attached  to  the  Stipulation  of  Facts  are 


vs.  Charles  Laiighton  403 

to  be  transmitted  in  physical  form  pursuant 
to  order  of  C^ourt.  [297] 

6.  Said  Court  Order. 

7.  This  designation. 

Wherefore,  it  is  requested  tliat  a  copy  of  the 
record  as  above  designated  be  prepared  and  trans- 
mitted to  the  United  States  Circuit  Court  of  Ap- 
peals for  the  Ninth  Circuit  in  accordance  witli  tlie 
rules  of  said  Court. 

(Sgd)  SAMUEL  O.  (H.ARK,  Jr. 

Assistant  Attoiney  General 
(Signed)  J.  P.  WENCHEL 

RLW 

Chief  Counsel, 

Bureau  of  Internal   Revenue. 

Service  of  a  copy  of  the  within  designation  of 

contents  of  record  on  review  is  hereby  admitted  and 

the  contents  so  designated  agreed  to  this  21  day  of 

December,  1939. 

(Sgd)  JOHN  B.  MILLTKEN 

C  A  L 

Attorney  for  Res|)ondent  on 
Review. 

[Endorsed]:  U.S.B.T.A.  Filed  Dec.  21,  1939. 

[298] 
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[Title  of  Board  and  Cause.] 

CERTIFICATE 

I,  B.  D.  Gamble,  clerk  of  the  U.  S.  Board  of  Tax 
Appeals,  do  hereby  certify  that  the  foregoing  pages, 
1  to  298,  inclusive,  contain  and  are  a  true  copy  of 
the  transcript  of  record,  papers,  and  proceedings  on 
file  and  of  record  in  my  office  as  called  for  by  the 
Praecipe  in  the  appeal  (or  appeals)  as  above  num- 
bered and  entitled. 

In  testimony  whereof,  I  hereimto  set  my  hand 
and  affix  the  seal  of  the  United  States  Board  of  Tax 
Appeals,  at  Washington,  in  the  District  of  Colum- 
bia, this  27th  day  of  December,  1939. 
[8eal]  B.  D.  GAMBLE 

Clerk. 

United  States  Board  of  Tax 

Appeals. 


[Endorsed]:  No.  9413.  United  States  Circuit 
Court  of  Appeals  for  the  Ninth  Circuit.  Commis- 
sioner of  Internal  Revenue,  Petitioner,  vs.  Charles 
Laughton,  Respondent.  Transcript  of  the  Record. 
Upon  Petition  to  Review  a  Decision  of  the  United 
States  Board  of  Tax  Appeals. 

Filed  January  4,  1940. 

l^AUL  P.  O'BRIEN, 
Clerk  of  the  United  States  Circuit  Court  of  Appeals 
fo]'  the  Ninth  Circuit. 
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In  the  United  States  Circut  Court  of  Appeals 

for  the  Ninth  Circuit 

U.8.C.C.A.  No.  9413 
B.T.A.  Docket  88104 

GUY  T.  HELVERING,  Commissioner  of  Internal 
Revenue, 

Petitioner  on  Review. 

vs. 

(^HARLES  LAUGHTON, 

Resj)ondent  on  Review. 

DESIGNATION  OF  PORTIONS  OF  THE 
RECORD  TO  BE  PRINTED. 

Comes  Now  the  petitioner  above-named  by  Samuel 
0.  Clark,  Jr.,  Assistant  Attorney  General  of  the 
United  States,  his  attorney,  and  complying  with  the 
rules  of  this  Court,  pertaining  to  the  designation  of 
the  portion  of  the  record  to  be  printed,  states  that 
he  relies  upon  the  entire  record  certified  l)y  the 
Clerk  of  the  Board  of  Tax  Appeals  to  this  Court, 
and  directs  that  said  record  so  certified  be  printed 
as  the  record  on  appeal,  except,  liowever.  Exhibits 
B  and  C  attached  to  the  Stipulation  of  Facts-  are 
to  be  transmitted  physically  to  this  Court  and  are 
not  to  be  printed  in  accordance  with  the  order  of 
this  Court;  and  with  respect  to  respondent's  Ex- 
hibits D,  E,  I,  J,  K,  N  and  Q,  being  cablegrams  on 
Postal  Telegraph  or  Western   Union    forms,   it   is 
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directed  that  only  the  typewriting  on  those  forms, 
that  is,  the  cablegrams  themselves,  excluding  any 
part  of  the  form  or  printed  instructions  on  the  back 
of  the  form,  be  printed. 

Respectfully  submitted, 

SAMUEL  O.  CLARK,  Jr., 

Assistant  Attorney  General, 
Attorney  for  Petitioner. 
Consented  to: 

JOHN  B.  MILLIKEN, 

Attorney  for  Respondent. 

[Endorsed]:  Filed  Jan.  4,  1940.  Paul  P.  O'Brien, 
Clerk. 


No,  9413 


In  the  United  States  Circuit  Court  of  Appeals 
for  the  Ninth  Circuit 


Commissioner  of  Internal  Revenue,  petitioner 

r. 

Charles  iiAUGHjoN,  respondent 


ON  PETITION  FOR  REVIEW  OF  DECft^ION  OF  THE  UNITED  STATES 
BOARD  OF  TAX  APPEALS 


BRIEF  FOR  THE  PETITIONER 


Assistant  Attoi-ney  Qenrrul. 
SEWALL   KEY, 
HOWARD   D.    PACK, 

S/x'ridI  AM.sintants  /<;  the  Attorurij  (',< m  ruL 


PAUb^O'Bf 


INDEX 

Page 

Opinion  below 1 

Jurisdiction 1 

Question  presented 1 

Statute  and  regulations  involved 2 

Statement 2 

Statement  of  points  to  be  urged 8 

Summary  of  argument 9 

Argument: 

The  amounts  paid  to  his  wholly  owned  corporation,  solely  for  his 

personal  services,  constitute  taxable  income  to  the  taxpayer 10 

Conclusion 22 

Appendix 23 

CITATIONS 

Cases: 

Gregory  v.  Uelvering,  293  U.  S.  465 21 

Griffiths  V.  Helvering,  decided  December  18,  1939 16 

Higgins  v.  Smith,  decided  January  8,  1940 16 

Jones  V.  Page,  102  F.  (2d)  144,  certiorari  denied,  October  9,  1939.  14 

Lucas  V.  Earl,  281  U.  S.  Ill 13,20 

Minnesota  Tea  Co.  v.  Helvering,  302  U.  S.  609 21 

New  Colonial  Co.  v.  Helvering,  292  U.  S.  435 16 

Saenger  v.  Commissioner,  69  F.  (2d)  631 19 

Statutes: 

Revenue  Act  of  1934,  c.  277,  48  Stat.  680: 

Sec.  119  (U.  S.  C,  Title  26,  Sec.  119) 23 

Sec.  211  (U.  S.  C,  Title  26,  Sec.  211) 23 

Miscellaneous: 

Treasury  Regulations  86,  promulgated  under  the  Revenue  Act 

of  1934: 

Art.  119-4 23 

Art.  211-6 24 

(I) 
2135G.J— 40 ] 


In  the  United  States  Circuit  Court  of  Appeals 
for  the  Ninth  Circuit 


No.  9413 


Commissioner  of  Internal  Revenue,  petitioner 

V. 

Charles  Laughton,  respondent 


ON  PETITION  FOR  REVIEW  OF  DECISION  OF  THE  UNITED  STATES 
BOARD  OF  TAX  APPEALS 


BRIEF  for  the  PETITIONER 


OPINION   BELOW 

The  opinion  of  the  Board  of  Tax  Appeals  (R.  21-33) 
is  reported  in  40  B.  T.  A.  101. 

JURISDICTION 

This  appeal  involves  income  taxes  for  the  years  1934 
and  1935,  and  is  taken  from  the  decision  of  the  Board  of 
Tax  Appeals  entered  September  11,  1939  (R.  33-34). 
The  case  is  brought  to  this  Court  on  a  })etition  for  re- 
view filed  November  28,  1939  (R.  35-42),  ])ursnant  to 
the  provisions  of  Sections  1141-1142  of  the  Internal 
Revenue  Code. 

QUESTION  PRESENTED 

Whether  amounts  paid  by  motion  picture  producers 
to  taxpayer's  wholly  owned  corporation,  to  whicli  he 

(1) 


bad    sold    his    exclusive    services,    constitute    taxable 
income  to  tbe  taxpayer. 

STATUTE  AND  REGULATIONS  INVOLVED 

Tbe  statute  and  regulations  involved  are  set  f  ortb  in 
tbe  Appendix,  infra,  jjp.  23-24. 

STATEMENT 

Tbe  relevant  facts,  as  found  by  the  Board  of  Tax 
Appeals,  are  as  follows  (R.  22-29)  : 

Tbe  taxpayer,  Cbarles  Laugbton,  is  a  motion  picture 
actor  well  known  in  botb  Great  Britain  and  tbe  United 
States.  At  all  times  pertinent  to  tbis  proceeding  be 
was  a  subject  of  Great  Britain  and  a  resident  of  and 
domiciled  in  England.     (R.  22-23.) 

On  May  4,  1932,  tbe  taxpayer  executed  a  five-year 
contract  witb  Frank  Joyce-Myron  Selznick,  Ltd.,  wbicb 
autborized  tbem  to  act  as  bis  manager  and  personal 
representative.  During  1932,  tbe  taxpayer  came  to  tbe 
United  States  and  was  engaged  in  making  four  pictures 
for  tbe  Paramount-Publix  Corporation,  predecessor  of 
Paramount  Productions,  Inc.  He  also  made  one  pic- 
ture for  tbe  Universal  Pictures  Corporation  during 
1932  under  a  loan  of  bis  services  by  Paramount-Publix 
to  Universal.     (R.  23.) 

On  Marcb  29,  1933,  tbe  taxpayer  entered  into  a  con- 
tract witb  Paramount  Productions,  Inc.,  bereinafter 
referred  to  as  Paramount,  under  tbe  terms  of  wbicb  one 
picture,  ^'Wbite  Woman,"  was  produced  in  tbat  year. 
Paragrapb  Twelftb  of  said  contract  provided  in  part 
as  follows  (R.  23)  : 

Tbe  Artist  bereby  grants  to  tbe  Corporation 
an  option  upon  tbe  Artist's  exclusive  services  in 


one  (1)  motion  picture  photoplay  to  be  produced 
between  April  15,  1934,  and  September  15,  1934, 
at  the  salary  and  at  the  rate  of  'llii-ee  'I'liou.sand 
($3,000.00)  Dollars  per  week  for  not  less  tlian  five 
(5)  weeks  for  his  sei*vices  in  such  production. 

Under  date  of  Sei^tember  15,  1933,  Paraiiiouut  notified 
the  taxpayer  that  it  elected  to  exercise  the  foregoing 
option.     (R.  23.) 

After  completing  the  picture,  ^^Wliite  AVomair',  the 
taxpayer  returned  to  England,  and  on  April  30,  1934, 
a  corporation  bearing  the  name  of  '^Motion  Picture  and 
Theatrical  Industries,  Limited,''  hereinafter  referred 
to  as  Industries,  Ltd.,  was  organized  under  and  ])y 
virtue  of  the  laws  of  Great  Britain,  and  specifically 
under  the  English  Companies'  Act  of  1929.  As  set  forth 
in  its  memorandum  of  association,  the  objects  for  which 
the  company  was  established  were  to  engage  in  the 
motion  picture  and  theatrical  businesses  or  any  business 
incidental  or  related  thereto.     (R.  24.) 

The  principal  place  of  business  of  Industries,  Ltd., 
has  been  at  all  times  since  its  formation  and  now  is 
London,  England.  During  the  taxable  years  it  was 
managed  by  a  board  of  directors  composed  of  business- 
men. The  taxpayer  was  not  a  member  of  the  board  of 
directors,  nor  was  he  an  officer  of  the  company,  although 
he  was  the  real  beneficial  owner  of  all  its  outstanding 
stock,  except  qualifying  shares,  for  which  he  paid  into 
the  company  £6,000  or  approximately  $30,000.    (R.  24.) 

On  May  4,  1934,  taxpayer  and  Industries,  Ltd.,  exe- 
cuted a  contract  in  London,  whereby,  in  return  for  the 
payment  of  £150  or  approximately  $750  ])er  week  for 
the  next  five  years  thereafter,  together  witli  the  pay- 


ment  of  certain  other  expenses,  taxpayer  agreed  to  give 
Ms  sole  and  exclusive  services  to  Industries,  Ltd.,  sub- 
ject always  to  the  primary  obligations  of  a  contract 
entered  into  February  26,  1934,  and  then  existing  be- 
tween taxpayer  and  London  Film  Productions,  Ltd., 
whereby  taxpayer  was  to  make  three  pictures  for  the 
latter  company.  The  taxpayer  agreed  to  assign  the 
profits  and  any  moneys  arising  from  the  latter  agree- 
ment and  his  right  to  10  percent  of  the  gross  receipts 
from  the  photoplay  *^The  Private  Life  of  Henry  VIII" 
to  Industries,  Ltd.,  as  part  of  the  consideration  for  the 
contract  of  May  4,  1934.  Industries,  Ltd.,  agreed  to 
assume  the  obligations  of  the  taxpayer  under  his  con- 
tract of  May  4, 1932,  with  Frank  Joyce-Myron  Selznick, 
Ltd.  Paragraph  15  of  taxpayer's  agreement  with  In- 
dustries, Ltd.,  provided  as  follows  (R.  25)  ; 

Nothing  in  this  Agreement  shall  be  contrary 
to  the  proposition  that  from  time  to  time  it  is 
contemplated  that  the  Employer  itself  will  be  en- 
gaging in  motion  picture  or  theatrical  activities 
in  the  British  Isles  in  connection  with  which  it 
shall  employ  the  Employee  and  in  no  case  will 
it  engage  in  any  motion  picture  or  theatrical 
activities  in  which  there  shall  be  a  male  principal 
part  without  employing  the  Employee  in  the 
enactment  thereof  unless  the  Employee  ex- 
pressly and  in  writing  shall  assent  to  the  Em- 
ployer in  any  such  activities  employing  some 
other  actor. 

On  May  5,  1934,  taxpayer  sailed  for  the  United 
States.  On  May  14  he  reached  IjOs  Angeles  and  imme- 
diately commenced  work  as  an  actor  in  *^The  Barretts 
of  Wimpole  Street''  for  Metro-Goldwyn-Mayer  under 


a  pending  loan  agreement  which  was  finally  executed 
between  Metro-Goldwyn-Mayer  and  Industries,  Ltd., 
on  July  6,  19*34.  The  agreement  became  effective  as  of 
May  14,  1934,  provided  for  taxi)ayer's  appearance  in 
''The  Barretts  of  Wimpole  Street"  and  ''Marie  An- 
toinette'', and  permitted  him  to  appear  in  one  x^hoto- 
play  for  Paramount.  Metro-Gloldwyn-Mayer  paid  In- 
dustries, Ltd.,  for  the  services  performed  by  the  tax- 
payer under  the  loan  agreement  $45,333.33  during  1934 
and  $119,230.76  during  1935.    (R.  25-26.) 

On  July  5,  1934,  the  contract  of  March  29,  1933,  be- 
tween taxpayer  and  Paramount  was  canceled  by  mutual 
consent,  and  on  the  same  day  Industries,  Ltd.,  entered 
into  an  agreement  with  Paramount  relative  to  the  serv- 
ices of  the  taxpayer.  This  contract  and  the  contract  of 
Industries,  Ltd.,  with  Metro-Goldwyn-Mayer  were  both 
acknowledged  by  taxpayer  in  a  separate  writing,  at- 
tached to  each  contract,  wherein  he  obligated  himself, 
individually,  to  render  the  services  agreed  upon  by  the 
studios  and  Industries,  Ltd.  Subsequent  contracts  and 
modifications  of  existing  contracts  for  the  loan  of 
Laughton's  services  by  Industries,  Ltd.,  were  likewise 
acknowledged  by  the  taxpayer.    (R.  26.) 

Under  the  loan  agreement  with  Paramount  taxpayer 
performed  in  "Ruggles  of  Red  Gap",  and  Paramount 
paid  Industries,  Ltd.,  for  such  services  the  sums  of  $48,- 
000  in  1934  and  $6,000  in  1935.    (R.  26.) 

On  December  21,  1934,  Industries,  Ltd.,  contracted 
for  the  loan  of  Laughton's  services  to  Twentieth  Cen- 
tury Pictures,  Inc.  During  1935  Industries,  Ltd.,  re- 
ceived $65,000  from  Twentieth  Century  Pictures,  Inc., 
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for  the  services  rendered  the  hitter  company  by  tax- 
payer.    (R.  27.) 

Each  of  the  three  studios  aforementioned  deducted 
and  withheld  from  the  amounts  that  were  to  be  paid  to 
Industries,  Ltd.,  the  sums  prescribed  as  income  tax  to 
be  Avithheld  at  the  source  under  the  provisions  of  Sec- 
tion 144  of  the  Revenue  Act  of  1934.  The  sums  so  de- 
ducted were  paid  over  to  the  Collector  of  Internal 
Revenue  by  the  studios  in  the  amounts  and  for  the  years 
as  follows  (R.  27)  : 

1984  1935 

Metro-Golclwyn-Mayer $6,  233.  33     $16,  394.  24 

Paramount  Productions,  Inc 6,  600.  00  825.  00 

Twentieth  Century  Pictures,   Inc 8, 937.  50 

Total 12,  833.  33       26, 156.  74 

Industries,  Ltd.,  filed  its  federal  corporation  income 
and  excess  profits  tax  returns  for  1934  and  1935  show- 
ing net  income  of  $46,255.60  and  $143,618.53  for  1934 
and  1935,  respectively.  As  to  each  year  the  return 
shows  that  the  income  tax  due  was  less  than  the  amount 
withheld  by  the  studios;  the  overpayment  shown  on 
each  return  amounted  to  $6,473.18  for  1934  and  $6,409.19 
for  1935.     (R.  27.) 

Industries,  Ltd.,  filed  capital  stock  tax  returns  for 
the  fiscal  years  ended  June  30,  1934,  1935,  and  1936, 
and  claimed  exemption  from  pajanent  of  the  capital 
stock  tax.  After  the  claimed  exemption  was  denied, 
Industries,  Ltd.,  paid  a  capital  stock  tax  for  each  of  the 
years.    (R.  27-28.) 

The  taxpayer  reported  the  salary  he  received  from 
Industries,  Ltd.,  for  the  taxable  years  1934  and  1935, 
amounting  to  $32,811.66  and  $22,419.09,  respectively, 
and  paid  the  income  tax  due  thereon  to  the  Federal 


Government,  and  paid  an  income  tax  to  the  State  of 
California  for  the  year  1935.    (R.  28.) 

Industries,  Ltd.,  filed  claims  for  refund  for*  the 
amount  of  tax  withheld  by  the  studios  over  and  above 
the  amounts  shown  as  due  on  its  income  tax  returns 
for  1934  and  1935.  Additional  claims  for  refund  were 
filed  by  Industries,  Ltd.,  for  the  refund  of  all  the  corpo- 
ration's income  tax  withheld  from  it  and  paid  to  the 
Collector  by  the  studios  in  order  to  protect  the  corpora- 
tion's interest  in  the  event  that  this  proceeding  should 
result  in  the  taxation  of  income  to  taxpayer.  Claims 
for  refund  were  also  filed  for  the  capital  stock  tax  paid 
for  the  fiscal  years.  Subsequent  to  the  taxable  years 
and  in  1937  the  Bureau  of  Internal  Revenue  denied  the 
claims  for  refund  as  to  capital  stock  tax.     (R.  28.) 

During  the  first  year  of  its  existence,  May  1,  1934,  to 
April  30, 1935,  Industries,  Ltd.,  loaned  taxpayer  $22,520 
and  during  the  second  year  it  made  additional  loans  to 
the  taxpayer  amounting  to  $78,625.  The  loans  in  the 
first  year  were  made  because  of  the  extra  expense  to 
the  taxpayer  of  maintaining  living  quarters  in  Holly- 
wood and  London  simultaneously.  The  loans  made  in 
the  second  year  were  nearly  all  spent  in  the  })urchase 
of  a  leasehold  in  London  and  a  valuable  ])ainting. 
These  loans  were  amply  secured  by  the  assignment  of 
life  insurance  policies  amounting  to  $100,000  and  by  the 
leasehold.     (R.  28-29.) 

Industries,  Ltd.,  was  organized  for  a  business  i)ur- 
pose.  During  the  taxable  years  the  company  began 
gathering  material  and  preparing  for  future  produc- 
tion.    In  December,  1935,  it  acquired  an  option  on  a 
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play  called  ^^The  First  Gentleman".  It  did  not  begin 
production  of  pictures  in  the  taxable  years,  on  account 
of  lack  of  funds.  Subsequent  to  the  taxable  years  and 
after  the  company  had  accumulated  sufficient  capital 
it  actively  engaged  in  production  either  on  its  o\Ma  ac- 
count or  through  a  subsidiary  company.     (R.  29.) 

STATEMENT   OF   POINTS   TO   BE   URGED 

The  United  States  Board  of  Tax  Appeals  erred : 

1.  In  holding  that  there  are  deficiencies  in  income  tax 
for  the  years  1934  and  1935  in  the  respective  amounts 
of  only  $289.66  and  $264.22. 

2.  In  failing  to  hold  that  there  are  deficiencies  in  in- 
come tax  for  the  years  1934  and  1935  in  the  respective 
amounts  of  $23,160.03  and  $81,270.24. 

3.  In  holding  that  the  corporate  entity  of  Industries, 
Ltd.,  must  be  recognized. 

4.  In  holding  that  the  amounts  paid  by  Metro-Gold- 
wyn-Mayer  Corporation,  Paramount  Productions,  Inc., 
and  Twentieth  Century  Pictures,  Inc.,  for  taxpayer's 
services,  to  Industries,  Ltd.,  did  not  constitute  taxable 
income  to  taxpayer. 

5.  In  failing  to  hold  that  on  the  facts  an  exceptional 
situation  is  here  presented  where  the  recognition  of  the 
corporate  entity  of  Industries,  Ltd.,  presents  an  obstacle 
to  the  due  protection  and  enforcement  of  public  riglits. 

6.  In  failing  to  hold  that  the  arrangement  between 
the  taxpayer,  Industries,  Ltd.,  and  Metro-Goldwyn- 
Mayer  Corporation,  Paramount  Productions,  Inc.,  and 
Twentieth  Century  Pictures,  Inc.,  was  an  anticipatory 
arrangement  designed  to  prevent  the   amounts  paid 


for  tax})ayer's  services  from  vesting  immediately  in 
taxpayer. 

7.  In  failing  to  hold  that  tlie  purpose  of  Congress  to 
tax  payments  for  services  to  the  party  performing  such 
se]'vices  cannot  be  frustrated  by  such  anticipatory 
arrangement  v^hether  it  be  designated  a  tiansfer  of 
future  income  or  future  sei-vices. 

8.  In  failing  to  hold  that  the  personal  earnings  of  the 
taxpayer  are  taxable  in  their  entirety  to  him. 

9.  In  failing  to  hold  that  the  amounts  paid  by  Metro- 
Goldwyn-Mayer  Corporation,  Paramount  Productions, 
Inc.,  and  Twentieth  Century  Pictures,  Inc.,  for  taxpay- 
er's services  represented  compensation  for  personal 
service  taxable  to  him. 

10.  In  holding  that  Industries,  Ltd.,  was  formed  for 
a  business  purpose. 

11.  In  failing  to  hold  that  Industries,  Ltd.,  did  not 
serve  a  business  purpose  in  connection  with  the  income 
received  during  the  taxable  years  in  question. 

SUMMARY   OF   ARGUMENT 

The  income  in  question  w^as  paid  solely  for*,  and 
earned  exclusively  by,  the  personal  services  of  the  tax- 
payer, although  not  received  by  him.  The  fact  that  the 
compensation  for  taxpayer's  services  was  paid,  pwv- 
suant  to  contractual  arrangements,  directly  to  Indus- 
tries, Ltd.,  does  not  relieve  taxpayer  of  the  liability 
to  pay  income  taxes  on  what  he  earned,  for  it  is  tirmly 
established  that  income  is  taxable  to  him  who  earned  it, 
notwithstanding  any  anticipatory  arrangements  which 
may  prevent  it  from  vesting  even  for  a  moment  in  the 
person  who  earned  it. 
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The  resort  to  the  corporate  entity  as  receptacle  for 
the  income  earned  by  taxpayer,  and  which  would  other- 
wise admittedly  be  taxable  to  him,  does  not  afford  an 
immunity  from  taxation.  Taxpayer,  through  his  wholly 
owned  corporation,  retained  control  and  all  beneficial 
interest  in  the  money  paid  by  the  producers  for  his 
services.  What  they  paid,  he  in  reality  received,  and 
on  that  he  must  be  taxed.  This  result  is  in  no  way 
altered  by  the  finding  that  Industries,  Ltd.,  was  organ- 
ized for  a  business  purpose,  for  it  is  clear  that  it  per- 
formed no  business  functions  whatever  in  connection 
with  the  production  of  the  income  in  question. 

AKGUMENT 

The  amounts  paid  to  his  wholly  owned  corporation,  solely 
for  his  personal  services,  constitute  taxable  income  to  the 
taxpayer 

On  April  30,  1934,  taxpayer,  who  was  a  subject  of 
Great  Britain,  resident  and  domiciled  in  England, 
caused  to  be  organized  a  wholly  owned  corporation^ 
bearing  the  namx  of  ^^  Motion  Picture  and  Theatrical 
Industries,  Limited",  hereinafter  called  Industries, 
Ltd.,  under  the  laws  of  Great  Britain.  (R.  23,  24.) 
At  that  time,  taxpayer  was  already  well  known  as  a 
motion  picture  actor  in  the  United  States.  During  the 
year  1932,  the  taxpayer  made  five  pictures  for  American 
film  producers  in  the  United  States,  and  on  March  29, 
1933,  he  entered  into  a  contract  with  Paramount  Pro- 
ductions, Inc.,  liereinafter  called  Paramount,  whereby 


^  The  Board  found,  and  it  is  not  dis]:>uted,  that  tax])ayer  was 
the  real  beneficial  owner  of  all  of  the  outstandino-  stock,  except 
qualifying  shares.     (E.  24.) 
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he  was  employed  to  make  two  pictures  (of  which  only 
one  was  produced)  at  a  salary  of  $2,500  per  week  for  not 
less  than  five  weeks  for  the  first  production  and  $2,750 
per  week  for  not  less  than  five  weeks  for  tlie  second 
production.  (R.  23,  96.)  This  contract  also  granted 
to  Paramount  an  option  on  taxpayer's  services  for  the 
production  of  one  picture  in  1934  at  a  salary  of  $3,000 
per  week  for  not  less  than  five  weeks,  and  on  September 
15,  1933,  Paramount  notified  taxpayer  that  it  elected 
to  exercise  that  option.    (R.  23.) 

Thus,  on  April  30,  1934,  when  taxpayer  organized 
Industries,  Ltd.,  he  was  confronted  with  the  virtually 
certain  prospect  of  very  large  earnings  from  his  serv- 
ices as  a  motion  picture  actor  in  the  United  States,  and 
actually  had  a  contract  with  Paramount  for  one  picture 
during  that  year  under  which  he  was  to  receive  $3,000 
per  week.  Nevertheless,  on  May  4,  1934,  taxpayer  en- 
tered into  a  contract  with  his  wholly  owned  corporation 
whereby  he  gave  it  the  right  to  his  sole  and  exclusive 
services  for  a  period  of  five  years  for  only  £150  or  ap- 
proximately $750  per  week.  (R.  24.)'  On  the  day  after 
execution  of  the  contract  with  Industries,  Ltd.,  whereby 
taxpayer  was  to  receive  only  $750  per  week,  he  sailed 
for  the  United  States,  and  imyncdiatdy  went  to  work 
for  Metro-Goldwyn-Mayer  under  a  pending  loan  agree- 
ment, executed  shortly  thereafter,  between  Metro-Gold- 

-  This  agreement  was  subject  to  a  ])ri()r  coTitrad  wlieivhv  tax- 
payer was  to  make  three  pictures  for  London  Film  l^-oductions, 
Ltd.,  but  taxpayer  agreed  to  assi»ru  to  Industries.  Ltd..  any 
profits  and  other  moneys  arisin*;  from  tlie  contract  with  London 
Fihns,  and  also  his  ri<rht  to  10%  of  the  gross  receipts  from  the 
picture  ''The  Private  Life  of  Henry  V1II'\  as  part  con-idci-atiou 
for  the  contract  of  May  4,  1934.     (K.  24-25.) 
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wyn-Mayer  and  Industries,  Ltd.,  under  which  Indus- 
tries, Ltd.,  received  from  Metro-Goldwyn-Mayer 
$45,333.33  during  1934,  and  $119,230.76  during  1935. 
(R.  25-26.)  On  July  5,  1934,  the  contract  of  March 
29, 1933,  between  taxpayer  and  Paramount,  under  which 
Paramount  had  exercised  its  option  to  employ  taxpayer 
at  $3,000  per  week  for  one  picture  during  1934,  was  can- 
celled by  mutual  consent  and  on  the  same  day  Para- 
mount and  Industries,  Ltd.,  entered  into  an  agreement 
for  tax]3ayer's  services,  pursuant  to  which  Industries, 
Ltd.,  received  $48,000  in  1934  and  $6,000  in  1935.  On 
December  21, 1934,  Industries,  Ltd.,  and  Twentieth  Cen- 
tury Pictures  entered  into  a  contract  for  taxpayer's 
services,  under  which  Industries,  Ltd.,  received  $65,000 
in  1935.  (R.  26-27.)  All  contracts  between  Industries, 
Ltd.,  and  the  motion  picture  producers  were  '^acknowl- 
edged'' by  the  taxpayer  in  a  separate  writing,  attached 
to  each  contract,  wherein  he  obligated  himself  person- 
ally to  render  the  services  agreed  upon  between  Indus- 
tries, Ltd.,  and  the  producers.    (R.  26.) 

In  short,  during  the  two  taxable  years,  1934  and  1935, 
Industries,  Ltd.,  received,  solely  for  the  loan  of  tax- 
payer's services,  which  he  had  personally  guaranteed 
to  perform,  the  aggregate  sum  of  $283,564.09.  In  sig- 
nificant contrast,  under  its  contract  with  taxpayer,  ex- 
ecuted on  May  4, 1934,  very  shortly  before  such  services 
were  begmi,  at  which  time  the  amounts  to  be  realized 
from  such  services  could  reasonably  be  anticipated, 
Industries,  Ltd.,  ])aid  to  the  taxpayer  only  $32,811.66 
and  $22,419.09  for  the  years  1934  and  1935,  respectively. 
(R.  28.)     It  is  apparent  fi'om  these  facts  that  the  con- 
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tract  between  taxpayer  and  Industries,  Ltd.,  was  merely 
a  conduit  for  the  transmission  to  England  of  taxpayer's 
earnings  from  his  personal  services  in  the  United 
States,  without  paying  more  than  a  small  portion  of 
the  taxes  which  would  admittedly  be  due  had  taxpayer's 
earnings  been  paid  directly  to  him.  We  submit  that 
taxpayer's  arrangements  for  the  transmission  of  the 
fruits  of  his  personal  services  to  his  corporate  alter  cfjo 
should  be  ignored,  and  that  he  should  be  taxed  on  what 
he  earned. 

It  is  true  that  taxpayer  did  not  personally  receive 
the  sums  paid  for  his  services.  T3y  virtue  of  the  con- 
tract of  May  4,  1934,  whereby  he  sold  his  services  to  his 
wholly  owned  corporation  for  an  amount  patently  in- 
adequate in  the  light  of  what  those  services  could  as- 
suredly command  from  American  producers,  the  money 
was  paid  directly  to  Industries,  Ltd.  But  that  circum- 
stance does  not  afford  an  immunity  from  taxation. 
The  vital  and  inescapable  fact,  which  may  not  be  ob- 
scured by  the  contractual  arrangements  between  tax- 
payer. Industries,  Ltd.,  and  the  producers,  is  that  the 
income  in  question  indubitably  arose  solely  from  the 
personal  services  of  the  taxpayer,  as  is  conclusively 
shown  by  the  requirement  of  all  the  producers  that  tax- 
payer personally  guarantee  the  performance  of  the 
services  for  which  Industries,  Ltd.,  had  contracted. 
The  principle  is  well  established  that  ])a\'!n('nts  for 
personal  services  are  taxable  to  the  one  who  earned 
them,  despite  any  ^'anticipatory  arrangements  and  con- 
tracts however  skillfully  devised  to  i)revent  the  salary 
when  paid  from  vesting  even  for  a  second  in  the  man 
who  earned  it.''    Lucas  v.  EarJ,  281  U.  IS.  Ill,  IL"). 
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A  close  parallel  exists  between  the  situation  in  the 
instant  case  and  that  which  obtained  in  Jones  v.  Page, 
102  P.  (2d)  144  (C.  C.  A.  5th),  certiorari  denied,  Octo- 
ber 9,  1939.  In  the  Jones  case,  the  taxpayer,  a  famous 
golfer,  had  entered  into  a  contract  with  a  motion  pic- 
ture producer  to  make  a  series  of  pictures  depicting  his 
form  and  style  in  playing  golf.  The  contract  provided 
that  he  should  receive  compensation  in  the  sum  of 
$120,000,  plus  50  per  cent  of  the  net  receipts  from  the 
distribution  and  sale  of  the  pictures.  Of  this  sum, 
$20,000  was  paid  to  him  in  advance.  After  that,  but 
before  he  began  making  the  pictures,  taxpayer  entered 
into  a  contract  selling  his  services  to  his  father  for  a 
term  of  six  years  at  $1,000  per  year,  and  transferred 
to  his  father  his  rights  under  the  existing  contract  with 
the  motion  picture  producer.  The  father  then  trans- 
ferred his  rights  under  the  contract  to  himself  in  trust 
for  taxpayer's  minor  children.  Before  the  production 
of  the  pictures  was  commenced,  the  original  contract 
between  the  taxpayer  and  the  producer  was  cancelled 
by  mutual  consent,  and  a  new  contract,  substantially 
identical,  was  made  between  taxpayer's  father,  as 
trustee,  and  the  producer.  Taxpayer  himself  guaran- 
teed that  he  would  perform  the  services  for  which  his 
father  had  contracted.  The  services  were  then  duly 
performed  by  taxpayer,  and  payment  w^as  made  by  the 
producer  to  the  father  as  trustee.  In  holding  that  the 
amomits  so  paid  for  taxpayer's  services  were  taxable 
to  him  the  court  declared  (p.  145)  ; 

In  conceding  that  a  taxpayer  has  the  right  to 
decrease  the  amount  of  his  taxes  or  to  avoid  them 
by  legal  means,  in  every  instance  where  that  is 
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attempted,  a  court  may  look  througli  the  trans- 
action and  determine  whether  it  is  le^al  or  vio- 
lates the  intent  of  the  statute.  It  would  be  ab- 
surd to  say  that  any  reasonable  man  having  a 
contract  fi'om  w^iich  he  was  to  receive  a  minimum 
of  $100,000  would  in  good  faith  transfer  it  to  an- 
other for  merely  $(),000.  Aj)pelhmt  could  have 
set  up  the  trust  in  favor  of  his  children  without 
the  intervention  of  his  father.  Tlie  conclusion 
is  inescapable  that  he  used  his  father  simjily  as  a 
conduit  in  an  attempt  to  reduce  or  avoid  taxes 
that  would  be  otherwise  assessable  against  com- 
pensation derived  from  his  own  personal  services. 
The  plan  adopted  was  without  legal  effect  and  the 
taxes  complained  of  were  properly  assessed 
against  appellant  under  the  provisions  of  Sec- 
tions 11,  21  and  22  (a)  of  the  Revenue  Acts  of 
1928  and  1932     ^     *     ^. 

In  the  instant  case,  as  in  the  Jones  case,  the  income  in 
question  was  earned  by  the  personal  services  of  the  tax- 
payer. In  both,  the  motion  picture  producei's  required 
the  taxpayers  personally  to  agree  to  perform  the  serv- 
ices required,  and  it  may  fairly  be  inferred  that  in  the 
absence  of  such  personal  guaranties  they  would  have  in- 
sisted on  continuing  to  deal  directly  with  tlie  taxpayers. 
In  each  case,  the  amount  for  which  the  tax])ayer  sold 
his  services  was  grossly  inadequate.  It  is  true  that  the 
disparity  w^as  not  as  shocking  in  the  instant  situation 
as  in  the  Jones  case,  yet  it  may  hardly  be  denied  that 
the  present  taxpayer  would  not  have  sold  his  services 
for  $750  per  week,  when  he  had  very  good  reason  to 
believe  he  could  get  about  $3,000  per  week  from  Amer- 
ican producers,  and  in  fact  had  a  contract  t(^  make  one 
picture  at  that  salary,  to  any  one  otlier  tliMu  his  wliolly 


16 

owned  corporation.  Finally,  in  both  cases,  the  effect 
of  the  singular  arrangements  whereby  the  services  were 
sold  for  a  small  fraction  of  their  value,  if  michallenged, 
would  have  been  a  corresponding  diminution  of  tax 
liability. 

This  case  differs  from  Jones  v.  Page  in  that  there 
the  taxpayer  sold  his  services  to  an  individual,  his 
father,  whereas  in  the  case  at  bar  taxpayer  sold  his 
services  to  his  wholly  owned  corporation.  But  we  sub- 
mit that  such  difference  is  immaterial.  The  resort  to 
the  corporate  form  should  not  afford  Laughton  the 
immunity  from  taxation  on  his  earnings  which  Jones 
was  held  not  to  have,  for  the  general  principle  has  long 
been  established  that  the  separate  juristic  entity  of  a 
corporation  will  be  disregarded  where  such  action  is 
necessary  to  prevent  the  defeat  of  public  or  private 
rights.  See  Netv  Colonial  Co.  v.  Helvering,  292  U.  S. 
435,  442,  and  authorities  there  cited.  Indeed,  the  prin- 
ciple that  federal  income  taxes  may  not  be  avoided  by 
the  utilization  of  a  wholly  owned  corporation  has  re- 
cently been  forcefully  affirmed  by  the  Supreme  Court. 
Griffiths  V.  Helvering,  decided  December  18,  1939,  not 
yQ,i  officially  reported  but  found  in  1940  Prentice-Hall, 
Vol.  4,  par.  62,010 ;  see  also  Higgins  v.  Smith,  decided 
January  8, 1940,  not  yet  officially  reported  but  found  in 
1940  Prentice-Hall,  Vol.  4,  par.  62,025. 

In  Griffiths  v.  Helvering,  supra,  in  holding  that  the 
employment  of  a  wholly  owned  corporation  as  a  conduit 
was  ineffective  to  prevent  the  taxation  of  the  item  of 
income  there  involved  to  the  taxpayer,  the  Supreme 
Court  declared  (p.  62,016)  : 
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The  facts  leave  little  scope  for  legal  explica- 
tion. Griffiths  had  a  claim  for  fraud  against 
Lay  which,  when  satisfied,  wiped  out  the  loss  for 
which  he  had  received  an  earlier  deduction.  Had 
satisfaction  of  the  claim  come  to  him  without 
any  conduit,  it  would  have  indisputably  })een  his 
income.  The  claim  having  been  recognized  by 
Lay  and  cast  into  a  form  realizable  by  Griffiths, 
a  lawyer's  ingenuity  devised  a  technically  elegant 
arrangement  whereby  an  intricate  outward  ap- 
pearance was  given  to  the  simi)le  sale  from  Grif- 
fiths to  Lay  and  the  passage  of  money  from  Lay 
to  Griffiths.  That  was  the  crux  of  the  business 
to  Griffiths,  and  that  is  the  crux  of  the  business 
to  us. 

We  cannot  too  often  reiterate  that  ^^  taxation 
is  not  so  mucli  concerned  with  the  refinements 
of  title  as  it  is  with  actual  command  over  the 
property  taxed — the  actual  benefit  for  which  the 
tax  is  paid."  Corliss  v.  Bowers,  281  U.  S.  376, 
378.  And  it  makes  no  difference  that  such  **  com- 
mand" may  be  exercised  through  si3ecific  reten- 
tion of  legal  title  or  the  creation  of  a  new  equit- 
able but  controlled  interest,  or  the  maintenance 
of  effective  benefit  through  the  interposition  of 
a  subservient  agency.  Cf.  Gregory  v.  Helvering, 
293  U.  S.  465.  ^^A  given  result  at  the  end  of  a 
straight  path,"  this  Court  said  in  Minnesota  Tea 
Co.  V.  Helvering,  302  U.  S.  609,  613,  ^^is  not  made 
a  different  result  because  reached  by  following 
a  devious  path."  Legislative  words  are  not  in- 
ert, and  derive  vitality  from  the  obvious  ])ur- 
poses  at  w^hich  they  are  aimed,  *  *  *^  Taxes 
cannot  be  escaped  '^by  anticipatory  arrange- 
ments and  contracts  however  skillfully  de- 
vised    *     *     *     by  which  the  fruits  are  attrib- 
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uted  to  a  different  tree  from  that  on  which  they 
grew."  Lucas  \,  Earl,  281  U.  S.  Ill,  115.  What 
Lay  gave  Griffiths  in  reality  got,  and  on  that  he 
must  be  taxed. 

Here,  as  in  the  Griftiflts  ease,  had  the  money  come  to 
the  taxpayer  without  any  conduit,  it  would  indisputably 
have  been  his  income.  Likewise,  it  would  seem  that  the 
crux  of  the  business  to  Laughton  was  the  passage  of 
money  from  the  motion  picture  producers  to  him.  It 
is  immaterial,  for  purposes  of  taxation,  that  Laughton 
exercised  control  over  what  was  paid  for  his  services 
by  the  creation  of  an  equitable  but  controlled  interest 
rather  than  by  direct  legal  title.  It  is  assuredly  true,  to 
paraphrase  the  language  of  the  Court  in  the  Griffitlis 
case,  that  what  the  motion  picture  producers  gave 
Laughton  in  reality  got,  and  on  that  he  must  be  taxed. 

That  result  is  in  no  way  altered  by  the  Board's  finding 
that  Industries,  Ltd.,  was  organized  for  the  business 
purpose  of  engaging  in  production  on  its  own  account. 
(E.  29.)  Assuming,  without  conceding,  that  Indus- 
tries, Ltd.,  was  organized  for  a  business  purpose,  all 
transactions  between  it  and  the  taxpayer  are  not 
thereby  invested  with  an  immunity  from  judicial 
scrutiny,  nor  does  such  purpose  obscure  the  fact  that 
taxpayer  in  reality  received  what  the  joroducers  in  fact 
paid  for  his  services.  In  the  Griififhs  case,  the  tax- 
payer presumably  formed  his  wholly  owned  corporation 
solely  for  the  purpose'  of  having  it  receive  the  pa^mient 
from  Lay.  But  while  that  circumstance  may  have  il- 
lustrated vividly  the  ])rinciple  of  the  case,  we  submit 
that  it  can  hardly  be  regarded  as  essential  to  the  de- 
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cision.  If  Griffiths  had  transferred  his  right  to  recover 
the  purchase  price  of  the  stock  to  a  wholly  owned  cor- 
poration organized  many  years  before,  and  for  a  per- 
fectly legitimate  business  purpose,  rather  than  to  a 
wholly  owned  cori)oration  created  especially  to  receive 
the  payment,  the  decision  would  assuredly  have  been 
the  same.  Manifestly,  a  wholly  owned  corporati(m  or- 
ganized for  a  legitimate  purpose,  even  if  operated  for 
such  purpose,  may  be  availed  of,  in  a  particular  in- 
stance, as  a  conduit  or  subsidiary  agency  just  as  readily 
as  a  corporation  created  for  that  very  purpose.  Hence, 
it  seems  inconceivable  that  the  Su])reme  Court  could 
have  intended  to  limit  the  principle  applied  in  the 
Griffiths  decision  to  the  situation  where  the  wholly 
owned  corporation  was  created  specifically  for  the 
purpose  of  receiving  sums  otherwise  payable  to  the 
taxpayer. 

Moreover,  our  position  that  the  money  earned  by,  and 
paid  exclusively  for,  the  personal  services  of  the  tax- 
payer should  be  taxed  to  him,  notwithstanding  the  find- 
ing that  Industries,  Ltd.,  was  organized  for  a  business 
purpose,  is  fully  supported  by  the  decision  of  the  Cir- 
cuit Court  of  Appeals  for  the  Fifth  Circuit  in  Saenger 
V.  Commissioner,  69  F.  (2d)  631,  a  case  squarely  in 
point.  There,  the  corporation  was  admittedly  organ- 
ized for  the  legitimate  business  purpose  of  taking  over 
and  operating  a  large  business  formerly  operated  as  a 
partnership,  and  it  did  in  fact  engage  in  operating  such 
business.  The  taxpayer  agreed  to  w^ork  exclusively  for 
the  corporation,  and  agreed  to  account  to  it  for  any 
salary  or  other  compensation  he  might  receive  from  any 
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other  source.  Although  the  corporation  was  thus  the 
owner  of  the  taxpayer's  services,  as  in  the  present  case, 
the  compensation  was  held  taxable  to  the  taxpayer  who 
earned  it,  on  the  authority  of  Lucas  v.  Earl,  281  U.  S. 
111. 

In  the  instant  case,  even  assuming  that  Industries, 
Ltd.,  was  created  for  the  business  purpose  of  engaging 
in  production  on  its  ovm  account,  as  found  by  the 
Board,  it  is  nevertheless  apparent  that  it  did  not  earn 
any  part  of  the  income  in  question,  nor  contribute  to 
it  in  any  way,  nor  did  it  serve  any  business  function 
whatever  relating  to  such  income.  In  this  connection, 
it  is  significant  that,  although  the  Board  found  that 
Industries,  Ltd.,  was  organized  for  the  purpose  of  en- 
gaging in  production,  the  Board  made  no  finding  that 
Industries,  Ltd.,  was  organized  for,  or  in  fact  per- 
formed, any  business  function  in  connection  with  the 
sales  of  taxpayer's  services  to  the  American  producers, 
which  were  the  sole  sources  of  the  income  in  question. 
Indeed,  the  record  could  not  possibly  be  deemed  to  war- 
rant such  a  finding,  for  it  is  not  shown  that  Industries, 
Ltd.,  was  in  any  degree  instrumental  in  obtaining  tax- 
payer's employment  by  the  producers,  through  its  con- 
tacts with  them,  or  otherwise.  On  the  contrary,  the 
record  affirmatively  reveals  that  taxpayer  had  been  em- 
ployed by  the  American  producers  in  five  productions 
in  1932,  and  one  in  1933  at  a  salary  of  $2,500  per  week, 
before  Industries,  Ltd.,  even  came  into  existence. 
Moreover,  Paramount  had  actually  exercised  its  option 
under  the  contract  between  it  and  taxpayer  of  March 
29,  1933,  to  employ  the  taxpayer  in  one  production  dur- 
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ing  1934,  at  $3,000  per  week,  before  Industries,  Ltd., 
was  created,  and  this  contract  was  subsequently  can- 
celled by  mutual  consent  in  order  that  Paramount  and 
Industries,  Ltd.,  might  enter  into  a  similar  contract  for 
taxpayer's  services. 

On  the  facts  of  record,  the  conclusion  is  inescapable 
that  the  taxpayer  could  have  obtained  2)recisely  the 
same  employment,  and  at  precisely  the  same  terms,  had 
he  continued  to  deal  directly  witli  the  producers  with- 
out employing  -Industries,  Ltd.,  as  an  ^intermediary. 
The  producers  were  interested  solely  in  obtaining  tax- 
payer's personal  services,  they  required  him  personally 
to  guarantee  the  performance  of  such  services  as  a  con- 
dition to  their  contracting  with  Industries,  Ltd.,  and 
the  money  they  paid  to  Industries,  Ltd.,  was  paid  for 
taxpayer's  services  as  an  actor,  and  for  nothing  else. 
In  so  far  as  the  income  involved  in  this  proceeding 
was  concerned.  Industries,  Ltd.,  was  nothing  more  than 
the  agency  whereby  tax])ayer  retained  full  control  and 
beneficial  interest  in  the  fruits  of  his  personal  services 
without  personally  receiving  them.  Whatever  may 
have  been  the  purpose  for  which  Industries,  Ltd.,  was 
organized,  the  arrangement  whereby  taxpayer  sold  his 
services  to  the  producers  through  Industries,  Ltd.,  as 
an  intermediary  was  manifestly  devoid  of  business  pur- 
pose, and  the  income  in  question  should  tlierefore  be 
treated,  for  purposes  of  taxation,  as  though  paid  direct- 
ly to  the  taxpayer.  Cf.  Grccjory  v.  Ilclvcrimj,  293  U.  S. 
^Q:^',  Minnesota  Tea  Co.  v.  Helverinr/,  302  U.  S.  60J). 
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CONCLUSION 

The  decision  of  the  Board  of  Tax  Appeals  should  be 
reversed. 

Respectfully  submitted. 

Samuel  O.  Clark,  Jr., 
Assistant  Attorney  General. 
Sewall  Key, 
Howard  D.  Pack, 
Special  Assistants  to  the  Attorney  General, 

February  1940. 


APPENDIX 

Revenue  Act  of  1934,  c.  277,  48  Stat.  680: 

Sec.  211.  Gross  income. 

(a)  General  rule. — In  the  ease  of  a  nonresi- 
dent alien  individual  gross  income  includes  only 
the  gross  income  from  sources  within  the  United 
States. 

•K-  *  4f  *  ♦ 

(U.  S.  C,  Title  26,  Sec.  211.) 

Sec.  119.  Income  from  sources  within  United 

States. 

(a)  Gross  income  from  sources  in  United 
States. — The  following  items  of  gross  income 
shall  be  treated  as  income  from  sources  within 
the  United  States: 

4e  *  *  *  * 

(3)  Personal  services. — Compensation  for 
labor  or  personal  services  performed  in  the 
United  States; 

***** 

(U.  S.  C,  Title  26,  Sec.  119.) 
Treasury  Regulations  86,  promulgated  under  the  rev- 
enue Act  of  1934: 

Art.  119-4.  Compensation  for  labor  or  per- 
sonal  services. — Gross  income  from  sources 
within  the  United  States  includes  compensation 
for  labor  or  personal  services  performed  within 
the  United  States  regardless  of  the  residence  of 
the  payor,  of  the  place  in  which  the  contract  for 
services  was  made,  or  of  the  place  of  payment. 
If  a  specific  amount  is  paid  for  labor  or  personal 
services  performed  in  the  United  States,  such 
amount  shall  be  included  in  the  gross  income.  If 
no  accurate  allocation  or  segregation  of  coiii])en- 
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sation  for  labor  or  ]3ersoiial  services  performed 
in  the  United  States  can  be  made,  or  when  such 
labor  or  service  is  performed  partly  within  and 
partly  without  the  United  States,  the  amount  to 
be  included  in  the  gross  income  shall  be  deter- 
mined by  an  apportionment  on  the  time  basis, 
i.  e.,  there  shall  be  included  in  the  gross  income 
an  amount  which  bears  the  same  relation  to  the 
total  compensation  as  the  number  of  days  of 
performance  of  the  labor  or  services  within  the 
United  States  bears  to  the  total  number  of  days 
of  performance  of  labor  or  services  for  which  the 
payment  is  made.  Wages  received  for  services 
rendered  inside  the  territorial  limits  of  the 
United  States  are  to  be  regarded  as  from  sources 
within  the  United  States.     ^     *     ^ 

Aet.  211-6.  Gross  income  of  nonresident  alien 
mdividuals. — In  the  case  of  nonresident  alien 
individuals  ^^ gross  income''  means  only  the  gross 
income  from  sources  within  the  United  States, 
determined  under  the  provisions  of  section  119. 
(See  articles  119-1  to  119-14.)     *     *     * 
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Petitioner, 
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BRIEF  OF  RESPONDENT. 


Opinion  Below. 

The  opinion  of  the  United  States  Board  of  Tax  Appeals 
was  promulgated  on  June  15,  1939,  is  set  forth  in  the 
record  herein  [R.  21-33]  and  is  reported  in  40  B.  T.  A. 
101. 

Jurisdiction. 

In  this  appeal,  petitioner,  the  Commissioner  of  Internal 
Revenue,  seeks  review  of  the  decision  of  the  United 
States  Board  of  Tax  Appeals  entered  September  11,1 939 
[R.  33-34],  pursuant  to  sections  1141  and  1142  of  the 
Internal  Revenue  Code.  Petition  for  Review  was  filed 
November  28,  1939. 
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Question  Presented. 

Whether  the  separate  entity  of  a  corporation  organized 
for  and  engaged  in  the  business  of  motion  picture  pro- 
duction should  be  disregarded  and  amounts  earned  by  it 
as  the  result  of  advantageous  contracts  made  with  other 
studios  for  the  loan  of  the  services  of  a  motion  picture 
actor  with  whom  it  had  a  long  term  exclusive  service 
contract  should  be  considered  as  taxable  to  the  individual 
rather  than  the  corporation. 

Statement  of  Case. 

Petitioner  adopts  as  his  statement  of  the  case  in  his 
opening  brief  the  Findings  of  Fact  made  by  the  Board 
Member  [R.  22-29]  (Pet.  Br.  2-8).  Since  in  his  assign- 
ment of  errors  [R.  38-41],  his  Statement  of  Points  [R. 
397-399]  and  his  Statement  of  Points  to  be  urged,  incor- 
porated in  his  brief  (Pet.  Br.  8-9),  petitioner  apparently 
challenges  some  of  these  findings  of  the  Board,  respondent 
here  restates  the  facts  in  this  case,  giving  in  addition  to 
the  findings  of  the  Board  a  summary  of  the  evidence  upon 
which  these  findings  were  based. 

Based  on  the  Stipulation  of  Facts  entered  into  by  the 
parties  [R.  87],  the  Board  found  that  the  taxpayer, 
Charles  Laughton,  is  a  motion  picture  actor  well  known 
in  both  Great  Britain  and  the  United  States.  At  all  times 
pertinent  to  this  proceeding  he  was  a  subject  of  Great 
Britain  and  a  resident  of  and  domiciled  in  England.  [R. 
23.] 

The  undisputed  testimony  of  Mr.  Alfred  Tregear 
Chenhalls,  experience  chartered  accountant  [R.  49],  mem- 
ber of  the  Board  of  Directors  of  Motion   Picture  and 
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Theatrical  Industries,  Ltd.,  since  1936  [R.  58]  and  per- 
sonal friend  and  financial  adviser  of  Air.  Laughton  since 
before  1933  [R.  49,  67]  discloses  that  Mr.  Laughton's 
successes  in  light  of  the  tax  years  here  in  question,  namely, 
1934  and  1935  were  very  recent,  it  being  only  in  1932 
that  he  made  his  first  film  from  which  he  derived  money. 
[R.  49.] 

Also  from  the  testimony  of  Mr.  Chenhalls  |  R.  77],  the 
Board  found  that  on  May  4,  1932,  the  taxpayer  executed 
a  five-year  contract  with  Frank  Joyce-Myron  Selznick, 
Ltd.,  which  authorized  them  to  act  as  his  manager  and 
personal  representative.  [R.  23.]  Based  on  the  Stipula- 
tion of  Facts  [R.  87],  it  was  found  that  during  1932, 
Mr.  Laughton  came  to  the  United  States  and  was  en- 
gaged in  making  four  pictures  for  the  Paramount-Publix 
Corporation,  predecessor  of  Paramount  Productions,  Inc. 
He  also  made  one  picture  for  the  Universal  Pictures  Cor- 
poration during  1932  under  a  loan  of  his  services  by  Para- 
mount-Publix to  Universal.     |R.  23.] 

Again  following  the  stipulation  |R.  87-88]  the  Member 
found  that  on  March  29,  1933,  Mr.  Laughton  entered 
into  a  contract  with  Paramount  Productions,  Inc..  herein- 
after referred  to  as  Paramount,  under  the  terms  of  which 
one  picture,  ''White  Woman,''  was  produced  in  that 
year.  Paragraph  Twelfth  of  said  contract  provided  in 
part  as  follows: 

''The  Artist  hereby  grants  to  the  Corporation  an 
option  upon  the  Artist's  exclusive  services  in  one  ( 1 ) 
motion  picture  photoplay  to  be  produced  between 
April  15,  1934,  and  September  15,  19vU,  at  the  salary 
and  at  the  rate  of  Three  Thousand  ($3,000.00) 
Dollars  per  week  for  not  less  than  five  (5)  weeks  for 
his  services  in  such  production." 


Under  date  of  September  15,  1933,  Paramount  notified 
respondent  that  it  elected  to  exercise  the  foregoing  option. 
[R.  23.] 

Further  substantially  in  the  language  of  the  Stipula- 
tion [R.  89]  it  was  found  that  after  completing  the  pic- 
ture ''White  Woman"  respondent  returned  to  England, 
and  on  April  30,  1934,  a  corporation  bearing  the  name  of 
''Motion  Picture  and  Theatrical  Industries,  Limited,"  here- 
inafter referred  to  as  Industries,  Ltd.,  was  organized 
under  and  by  virtue  of  the  laws  of  Great  Britain,  and 
specifically  under  the  English  Companies'  Act  of  1929. 
As  set  forth  in  its  memorandum  of  association,  the  objects 
for  which  the  company  w^as  established  were  to  engage 
in  the  motion  picture  and  theatrical  businesses  or  any 
business  incidental  or  related  thereto.  The  principal  place 
of  business  of  Industries,  Ltd.,  has  been  at  all  times  since 
its  formation  and  now  is  London,  England.     [R.  24.] 

From  the  testimony  of  Mr.  Chenhalls  [R.  63,  64]  the 
Board  found  that  during  the  taxable  years  Industries,  Ltd., 
was  managed  by  a  board  of  directors  composed  of  busi- 
ness men.  Mr.  Laughton  was  not  a  member  of  the  board 
of  directors  nor  was  he  an  officer  of  the  company  al- 
though he  was  the  real  beneficial  owner  of  all  its  out- 
standing stock  except  qualifying  shares  for  which  he 
paid  into  the  company  £6000  or  approximately  $30,000.00. 
[R.  24.]  Amplifying  this  finding  of  the  Board  from, 
testimony  of  Mr.  Chenhalls,  it  appears  that  the  directors 
were  not  only  allowed  a  free  hand  in  running  the  corpora- 
tion but  that  they  never  asked  Mr.  Laughton's  perm.is- 
sion;  they  were  business  men  just  as  he  was  an  actor. 
[R.  64.] 

Returning  again  to  the  stipulation  as  a  basis  for  its 
findings  [R.  89],  the  Board  states  that  on  May  4,  1934, 
Mr.  Laughton  and  Industries,  Ltd.,  executed  a  contract 


in  London  whereby  in  return  for  the  payment  of  £150  or 
approximately  $750.00  per  week  for  the  next  five  years 
thereafter,  together  with  the  payment  of  certain  other 
expenses,  Mr.  Laughton  agreed  to  give  his  sole  and  ex- 
clusive services  to  Industries,  Ltd.,  subject  always  to  the 
primary  obh'gations  of  a  contract  entered  into  February 
26,  1934,  and  then  existing  between  him  and  London  Film 
Productions,  Ltd.,  whereby  he  was  to  make  three  pictures 
for  the  latter  company.     [  R.  24,  25.] 

Based  on  the  copy  of  the  contract  entered  into  between 
Mr.  Laughton  and  Industries,  Ltd.,  which  was  attached 
to  the  Stipulation  of  Facts  as  Exhibit  D,  the  Board  found 
that  respondent  agreed  to  assign  the  profits  and  any 
moneys  arising  from  the  latter  agreement  and  his  right 
to  ten  per  cent  of  the  gross  royalties  from  the  photoplay 
'The  Private  Life  of  Henry  VIII"  to  Industries,  Ltd., 
as  part  of  the  consideration  for  the  contract  of  May  4, 
1934.  [R.  114.]  Industries,  Ltd.,  agreed  to  assume  the 
obligation  of  respondent  under  his  contract  of  May  4, 
1932,  with  Frank  Joyce-Myron  Selznick,  Ltd.  [R.  117.] 
Paragraph  15  of  respondent's  agreement  with  Industries, 
Ltd.,  provided  as  follows: 

''15.  Nothing  in  this  agreement  shall  be  contrary 
to  the  proposition  that  from  time  to  time  it  is  con- 
templated that  the  Employer  itself  will  be  engaging  in 
motion  picture  or  theatrical  activities  in  the  British 
Isles  in  connection  with  which  it  shall  employ  the 
Employee  and  in  no  case  will  it  engage  in  any  motion 
picture  or  theatrical  activities  in  wliich  there  <hall 
be  a  male  principal  part  without  employing  the  Em- 
ployee in  the  enactment  thereof  unless  the  Employee 
expressly  and  in  writing  shall  assent  to  the  Employer 
in  any  such  activities  employing  some  other  actor.'' 
[R.  115,  R.  25.] 


Pursuant  to  oral  stipulation  in  open  Court  [R.  79] 
the  Board  found  that  on  May  5,  1934,  Mr.  Laughton 
sailed  for  the  United  States.  On  May  14th  he  reached 
Los  Angeles  and  commenced  work  as  an  actor  in  "The 
Barretts  of  Wimpole  Street""  for  Metro-Goldwyn- 
Mayer  under  a  pending  loan  agreement  which  was  finally 
executed  between  Metro-Goldwyn-Mayer  and  Industries, 
Ltd.,  on  July  6,  1934.  [R.  25,  26,  79,  92.]  The  agree- 
ment became  effective  as  of  May  14,  1934,  provided  for 
Mr.  Laughton's  appearance  in  "The  Barretts  of 
Wimpole  Street"  and  "Marie  Antoinette"  and  per- 
mitted him  to  appear  in  one  photoplay  for  Paramount. 
[R.  26,  145,  ct  seq.]  From  the  written  stipulation  [R. 
91],  the  Board  found  that  on  July  5,  1934,  the  contract  of 
March  29,  1933,  between  Mr.  Laughton  and  Paramount 
was  cancelled  by  mutual  consent  and  on  the  same  day  In- 
dustries, Ltd.,  entered  into  an  agreement  with  Paramount 
relative  to  the  services  of  Mr.  Laughton.  This  con- 
tract and  the  contract  of  Industries,  Ltd.,  with  Metro- 
Goldwyn-Mayer  were  both  acknowledged  by  Mr.  Laughton 
in  a  separate  wTiting  attached  to  each  contract  wherein 
he  obligated  himself  individually  to  render  the  services 
agreed  upon  by  the  studios  and  Industries,  Ltd.  [R.  26, 
144,  145,  169  to  172.]  Subsequent  contracts  and  modi- 
fications of  existing  contracts  for  the  loan  of  Laughton's 
services  by  Industries,  Ltd.,  were  likewise  acknow^ledged 
by  respondent.  [R.  26.]  Based  on  the  stipulation  [R. 
93]  and  testimony  of  Mr.  Chenhalls,  the  Board  found  that 
under  the  loan  agreement  with  Paramount,  Mr.  Laughton 
performed  in  "Ruggles  of  Red  Gap"  and  Paramount  paid 
Industries,  Ltd.,  for  such  services  the  sum  of  $48,000.00  in 
1934  and  $6,000.00  in  1935.  [R.  26,  93.]  On  December 
21,    1934,    Industries,    Ltd.,    contracted    for    the   loan   of 
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Laughton's  services  to  Twentieth  Century  Pictures,  Inc. 
During  1935  Industries,  Ltd.,  received  $65,000.00  from 
Twentieth  Century  Pictures,  Inc.,  for  the  services  ren- 
dered the  latter  company  by  res[X)ndent.      [R.  27,  93.  J 

Based  upon  the  stipulation  [R.  94]  it  was  found  that 
each  of  the  three  studios  aforementioned  deducted  and 
withheld  from  the  amounts  that  were  paid  to  Industries, 
Ltd.,  the  sums  prescribed  as  income  tax  to  be  withheld  at 
the  source  under  the  provisions  of  section  144,  Revenue 
Act  of  1934.  The  sums  so  deducted  were  paid  to  the 
Collector  of  Internal  Revenue  by  the  studios  in  the  amounts 
and  for  the  years  as  follows: 

1934  1935 

Metro-Goldwyn-Mayer   $6,233.33         $16,394.24 

Paramount  Productions,  Tnc 6,600.00  825.00 

Twentieth  Century  Pictures,  Inc.         -  8,937.50 


Total  $12,833.33        $26,156.74 

From  the  exhibits  offered  by  the  respondent  (petitioner 
below)  and  admitted  by  the  Board  numbered  4  to  6,  in- 
clusive [R.  263-284],  it  was  found  that  Industries.  Ltd., 
filed  its  federal  corporation  income  and  excess  profits  tax 
returns  for  1934  and  1935  showing  net  income  of  $46,- 
255,60  and  $143,618.53  for  1934  and  1935,  respectively. 
As  to  each  year  the  return  shows  that  the  income  tax  cUk 
was  less  than  the  amount  withheld  by  the  studios.  The 
overpayment  shown  on  each  return  amounted  to  $6,473.18 
for  1934  and  $6,409.19  for  1935.  [R.  27.]  Again  from 
the  exhibits  admitted  into  evidence  numbered  7  to  11,  in- 
clusive [R.  285-293],  the  Board  found  tliat  Industries, 
Ltd.,  filed  capital  stock  tax  returns  for  the  fiscal  years 
ended  June  30,  1934,  1935  and  1936  and  claimed  exemp- 
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tion  from  payment  of  the  capital  stock  tax.  It  appears 
from  the  affidavit  attached  to  said  capital  stock  tax  re- 
turns that  the  ground  upon  which  exemption  was  claimed 
from  capital  stock  tax  was  that  Industries,  Ltd.,  was  not 
doing  business  in  the  United  States.  [R.  287.]  As  the 
claimed  exemption  was  denied,  Industries,  Ltd.,  paid  a 
capital  stock  tax  for  each  of  the  years.     [R.  27,  28.] 

Respondent's  Exhibits  1  to  3,  inclusive  [R.  238-261], 
form  the  basis  for  the  finding  that  respondent  reported 
the  salary  he  received  from  Industries,  Ltd.,  for  the  tax- 
able years  1934  and  1935  amounting  to  $32,811.66  and 
$22,419.09,  respectively,  and  paid  the  income  tax  due 
thereon  to  the  federal  government  and  paid  an  income 
tax  to  the  State  of  CaHfornia  for  the  year  1935.     [R.  28.] 

Respondent's  Exhibits  9,  10  and  11  [R.  294-300],  form 
the  basis  for  the  finding  that  Industries,  Ltd.,  filed  claims 
for  refund  for  the  amount  of  tax  withheld  by  the  studios 
over  and  above  the  amount  shown  as  due  on  its  income 
tax  returns  for  1934  and  1935.  Additional  claims  for 
refund  were  filed  by  Industries,  Ltd.,  for  the  refund  of 
all  the  corporation's  income  tax  withheld  from  it  and 
paid  to  the  collector  by  the  studios  in  order  to  protect  the 
corporation's  interest  in  the  event  that  this  proceeding 
should  result  in  the  taxation  of  income  to  respondent.  [R. 
28.]  Claims  for  refund  were  also  filed  for  the  capital 
stock  tax  paid  for  the  fiscal  years.  [R.  303-308.]  Claims 
for  refund  of  the  capital  stock  tax  paid  show  that  such 
claims  were  made  for  the  reason  that  the  Commissioner  of 
Internal  Revenue  was  proposing  to  assess  income  tax 
against  respondent  here  disregarding  the  corporate  entity. 
Such  claims  were,  therefore,  merely  protective  claims  filed 
after  the  commencement  of  this  proceeding.  [R.  304,  306, 
308.]     Subsequent  to  the  taxable  years  and  in  1937,  the 
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Bureau  of  Internal  Revenue  denied  the  claims  for  refund 
as  to  capital  stock  tax.  The  letter  of  the  Commissioner 
denying  these  claims  and  on  which  the  Bfjard's  finding  to 
the  above  effect  was  based  is  set  forth  in  the  record  in 
full.     [R.  309-311.] 

Reverting  again  to  the  testimony  of  Mr.  Chenhalls,  it 
was  found  that  during  the  first  year  of  its  existence,  May 
1,  1934,  to  April  30,  1935,  Industries,  Ltd.,  loaned  resixjn- 
dent  $22,520.00  and  during  the  second  year  it  made  addi- 
tional loans  to  respondent  amounting  to  $78,625.00.  [R. 
28,  74.]  The  loans  in  the  first  year  were  made  because 
of  the  extra  expenses  occasioned  to  Mr.  Laughton  of 
maintaining  living  quarters  in  Hollywood  and  London 
simultaneously.  [R.  28,  29,  74.]  The  loans  made  in 
the  second  year  were  nearly  all  spent  in  the  purchase  of  a 
leasehold  in  London  and  a  valuable  painting.  |  R.  29, 
74.]  These  loans  were  amply  secured  by  the  assignment 
of  life  insurance  policies  on  Mr.  Laughton's  life  amount- 
ing to  $100,000.00  and  by  the  leasehold.     [R.  29,  74,  7?.] 

From  the  testimony  of  Mr.  Chenhalls  [R.  51,  52], 
from  the  minutes  of  the  meetings  of  the  directors  of  In- 
dustries, Ltd.  [R.  316  to  373],  the  Board  Member  made 
his  finding  to  the  effect  that  Industries,  Ltd.,  was  organ- 
ized for  a  business  purpose.  During  the  taxable  years  the 
company  began  gathering  material  and  preparing  for  fu- 
ture production.  In  December,  1935.  it  acquired  an  option, 
on  a  play  called  'The  First  Gentlemax."  It  did  not 
begin  production  of  pictures  in  the  taxable  years  on  ac- 
count of  lack  of  funds.  Subsequent  to  the  taxable  years 
and  after  the  company  had  accumulated  sufficient  capital, 
it  actively  engaged  in  production,  either  (^n  its  own  ac- 
count or  through  a  subsidiary  company.      [R.  29.] 
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Summary  of  Argument. 

1.  The  authorities  upon  which  petitioner  rehes  in  sup- 
port of  his  contentions  are  all  cases  in  which  there  was  a 
finding  or  conclusion  that  the  diversion  of  income  from 
the  individual  taxpayer  to  the  corporate  or  other  tax  pay- 
ing entity  came  about  as  a  tax  avoidance  scheme  or  plan. 
Such  authorities  are  inapplicable  to  the  case  at  bar. 

2.  In  an  attempt  to  bring  the  case  at  bar  within  the 
cases  cited  by  him,  petitioner  in  support  of  his  contentions 
has  interpreted  the  facts  in  this  case  in  a  manner  unwar- 
ranted both  from  the  findings  of  fact  of  the  Board  of 
Tax  Appeals  and  the  evidence  upon  which  such  findings 
are  based. 

3.  The  contention  of  petitioner  that  the  corporate  en- 
tity of  Industries,  Ltd.,  should  be  disregarded  and  the  in- 
come realized  by  it  declared  taxable  to  Mr.  Laugh  ton  is 
contrary  to  the  law  as  established  by  the  Supreme  Court 
and  followed  in  the  lower  Courts. 
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ARGUMENT. 

1.  The  Authorities  Upon  Which  Petitioner  Relies 
in  Support  of  His  Contentions  Are  All  Cases  in 
Which  There  Was  a  Finding  or  Conclusion  That 
the  Diversion  of  Income  From  the  Individual 
Taxpayer  to  the  Corporate  or  Other  Tax  Paying 
Entity  Came  About  as  a  Tax  Avoidance  Scheme 
or  Plan.  Such  Authorities  Are  Inapplicable  to 
the  Case  at  Bar. 

From  petitioner's  citation  on  page  16  of  his  brief  of 
the  leading  case  of  New  Colonial  Ice  Co.  v.  Hclvcrincj, 
292  U.  S.  435,  54  S.  Ct.  208,  78  L.  Ed.  138,  it  appears 
that  petitioner  and  respondent  are  in  agreement  upon  the 
fundamental  principle  of  law  to  the  effect  that  the  entity 
of  a  corporation  as  separate  and  distinct  from  its  stock- 
holders may — "be  disregarded  only  in  exceptional  situa- 
tions where  it  otherwise  would  present  an  obstacle  to  the 
protection  or  enforcement  of  public  or  private  rights." 
292  U.  S.  435,  442.  This  rule  has  also  been  stated  as 
follows : 

''However  when  courts  of  equity  have  invoked  this 
principle  (disregard  of  corporate  entity)  they  have 
done  so  in  general  to  prevent  the  use  of  the  corpora- 
tion by  individuals  or  another  corporation  or  corpora- 
tions to  perpetrate  a  fraud  or  to  do  injustice."  (Mat- 
ter in  parentheses  added.) 

Dwyer  v.  Commissioner,  18  B.  T.  A.  349,  ZSZ. 

The  following  cases  upon  which  petitioner  largely  relies 
in  his  brief  in  support  of  his  contentions  are  not  cases  in 
which  the  above  stated  rule  has  been  abrogated  but  rathor 
are  they  cases  in  which  that  exceptional  situation  calling 
for  the  disregard  of  the  corporate  entity  was  present  in 
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the  facts  appearing  of  record.  In  Griffiths  v.  Helvering 
(1940  Prentice-Hall,  par.  62,010),  cited  on  page  16  of 
petitioner's  brief,  the  following  facts  appeared.  In  1926 
Griffiths  paid  one  Lay  $100,000.00  for  some  stock.  The 
investment  was  unprofitable  and  Griffiths  claimed  and  was 
allowed  a  deductible  loss  in  his  income  tax  return  for  the 
year  1931  of  $92,500.00  resulting  from  a  sale  of  the  stock 
in  that  year  to  a  wholly  owned  corporation.  Thereafter  in 
1932  Griffiths  realized  that  he  had  been  defrauded  by  Lay 
in  the  1926  purchase.  Negotiations  were  begun  for  a 
settlement  of  his  claim  against  Lay  and  by  January,  1933, 
Griffiths'  lawyer  had  arranged  a  settlement  whereby 
Griffiths  was  to  reacquire  the  shares  from  his  wholly 
owned  corporation  to  which  he  had  sold  them  in  1921 
and  to  convey  them  to  another  wholly  owned  corporation 
newly  created  for  the  purpose  of  furthering  the  scheme, 
which  second  wholly  owned  corporation,  in  turn,  was  to 
transfer  the  stock  back  to  Lay  for  $100,000.00  to  be  paid 
by  him.  That  sum  was  to  be  paid  over  by  the  corporation 
to  Griffiths  in  annual  installments  for  forty  years  with 
interest  on  the  deferred  payments.  The  scheme  was  car- 
ried out  and  the  Court  holds  that  the  corporate  entity  of 
Griffiths'  corporation  should  be  disregarded  and  the  sum 
received  from  Lay  should  be  taxed  to  Griffiths  as  income, 
since  prior  to  that  time  and  for  the  year  1931  the  Com- 
missioner had  allowed  Griffiths  a  loss  on  the  sale  of  the 
stock.     In  deciding  the  case  the  Court  states : 

"A  claim  having  been  recognized  by  Lay  and  cast 
into  a  form  realizable  by  Griffiths,  a  lawyer's  in- 
genuity   devised   a    technically   elegant    arrangement 
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whereby  an  intricate  outward  appearance  was  g-iven 
to  the  simple  sale  from  Griffiths  to  Lay  and  the  pass- 
age of  money  from  Leiy  to  Griffiths." 

It  is  submitted  that  the  case  of  Griffiths  v.  Hclvering, 
supra,  does  not  constitute  authority  in  favor  of  the  peti- 
tioner. The  Court  in  that  case  from  the  facts  of  record 
there  found  that  the  diversion  of  income  was  the  result 
of  a  tax  avoidance  scheme.  It  appeared  nowhere  in  the 
facts  that  Griffiths'  newly  formed  corporation  had  any 
purpose  other  than  to  receive  the  payments  from  Lay  on 
the  fraud  claim  which  Griffiths  had  against  Lay.  It  had 
no  business  purpose.  It  was  only  a  shell  conceived  for  a 
single  purpose  of  deflecting  income  from  Griffiths  and  to 
cause  the  latter  to  have  a  nominal  income  for  the  next 
forty  years. 

In  contrast,  in  the  case  at  bar  the  Board  has  found  that 
Industries,  Ltd.,  the  motion  picture  ])r()ducti()n  cor])oration 
organized  by  Mr.  Laughton  on  April  30,  1934,  was  organ- 
ized for  a  business  purpose.  During  the  taxable  years  the 
company  began  gathering  material  and  preparing  for  fu- 
ture production.  In  December,  1935,  it  acquired  an  option 
on  a  play  called  "The  First  Gextlkmax."  It  did  not 
begin  production  of  pictures  in  the  taxable  years  on  ac- 
count of  lack  of  funds.  Subsequent  to  the  taxable  years 
and  after  the  company  had  accumulated  sufficient  capital, 
it  actively  engag'ed  in  production  either  on  its  own  account 
or  through  a  subsidiary  company.  [R.  20.]  This  is  a 
finding  of  fact  of  the  Board  of  Tax  ApiK\ils  from  the 
evidence  which  was  before  it.     Being  a  finding  of  fact 
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which  the  Board  had  power  to  make,  it  cannot  now  be 
challenged  in  this  Court  unless  this  Court  in  its  investiga- 
tion of  the  record  determines  that  such  finding  is  unsup- 
ported by  any  substantial  evidence. 

Palmer  v.   Commissioner,  302  U.   S.  63,  58  Sup. 
Ct.  67,  82  L.  Ed.  50  (1937); 

Beech  v.  Commissioner,  82  Fed.    (2d)   42   (C.  C. 
A.  3d,  1936) ; 

Commissioner  v.  DeMille  Productions,  90  Fed.  (2d) 
12  (C  C  A.  9th,  1937); 

Doernbecher  Mfg.   Co.  v.  Commissioner,  80  Fed. 
(2d)  573  (C  C.  A.  9th,  1935); 

Olympia  Harbor  Lumber  Co.  ?/.  Commissioner,  79 
Fed.  (2d)  394  (C.  C.  A.  9th,  1935). 

Petitioner  has  not  attempted  to  argue  that  this  finding 
is  unsupported  by  the  evidence,  probably  because  the 
record  is  replete  with  uncontradicted  testimony  and  docu- 
mentary evidence  supporting  such  finding.  For  instance, 
the  testimony  of  Mr.  Chenhalls  [R.  50,  51],  with  regard 
to  the  formation  of  Industries,  Ltd.,  is  as  follows: 

''Mr.  Laughton  used  to  talk  to  me  about  it  con- 
tinually *  >!^  ^  and  he  told  me  it  was  his  theory 
that  as  an  actor  he  would  die  poor.  He  had  a  Gerald 
DuMaurier  in  mind  who  died  poor  and  he  said  that 
he  was  determined  while  he  was  on  the  crest  of  the 
wave  to  safeguard  his  resources,  that  he  would  en- 
gage the  services  of  the  finest  writers  in  New  York 
and  technicians  and  cameramen  and  form  a  renais- 
sance of  the  British  film  industry.  It  was  a  matter 
of  common  knowledge  that  the  industry  in  England 
was  at  a  low  ebb.  A  few  years  later  it  crashed.  All 
this  he  told  me  countless  times.     He  figured  that  if 
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anything-  went  wrong  with  him,  if  he  had  any  adverse 
experiences  in  an  action  at  law  or  in  case  of  fire 
or  anything  like  that,  everything  could  be  taken.  It 
is  the  normal  course  in  England  to  form  a  corpora- 
tion. He  did  it  for  that  purpose.  He  had  no  idea  of 
evading  American  taxes  or  English  taxes.  These 
discussions  took  place  before,  continually,  for  over 
two  years  before  the  organization  of  the  corpora- 
tion/' 

Petitioner  in  his  brief  (page  14)  asserts — "that  a  close 
parallel  between  the  situation  in  the  instant  case  and  that 
which  obtained  in  Jones  v.  Page,  102  Fed.  (2d)  144  (C. 
C.  A.  5th)  exists."  It  is  submitted  that  an  analysis  of 
the  facts  in  the  above  case  shows  that  such  a  parallel  does 
not  exist.  It  appears  from  the  findings  of  the  District 
Court  (22  A.  R  T.  R.  12<S7,  1938  Prentice-Hall,  Par. 
5.236)  as  follows:  Prior  to  the  contracting  of  his  services 
to  his  father,  Jones  had  entered  into  the  contract  from 
which  the  income  in  question  was  derived.  After  re- 
ceiving the  initial  payment  of  $20,000.00  on  his  contract 
with  Warner  Brothers  and  actually  commencing  upon  the 
enactment  of  the  first  picture,  the  Court  finds  as  a  fact 
that: 

<^j|c  .ic  j|c  plaintiff  not  having  thought  of  the  matter 
before,  became  aware  that  a  substantial  federal  in- 
come tax  burden  would  be  imposed  u])on  the  earnings 
from  his  personal  services  under  this  contract.  To 
avoid  such  a  burden,  plaintiff  consulted  tax  counsel 

5|C       jk       * '' 

Subsequently,  after  some  negotiations  between  tax 
counsel  and  plaintiff's  father,  a  contract  was  entered  into 
whereby  plaintiff  agreed  to  perform  lor  his  father  the 
identical   services   which   he   had   already   previously   ex- 
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clusively  agreed  to  perform  and  was  in  the  midst  of  per- 
forming for  Warner  Brothers  and  gave  his  father  author- 
ization on  his  behalf  to  cancel  any  contracts  then  out- 
standing in  his  name.  The  original  Warner  Brothers  con- 
tract was  thereupon  cancelled  and  a  new  contract  was 
made  with  plaintiff's  father  as  a  party  thereto.  After  re- 
ceiving the  proceeds  derived  from  such  contracts,  plain- 
tiff's father  paid  them  into  trust  funds  for  the  children 
of  plaintiff  and  did  not  retain  any  of  them.  Thus  it  ap- 
pears that  with  such  a  record  before  it,  the  Circuit  Court 
in  the  Jones  case  was  confronted  with  a  clear  scheme  to 
avoid  tax  and  the  Circuit  Court  was  correct  in  applying 
the  rule  of  disregard  of  contractual  arrangements  in  this 
exceptional  situation. 

Not  only  is  the  Jones  case  distinguishable,  therefore, 
from  the  case  at  bar  on  the  theory  that  the  facts  therein 
indicate  a  tax  avoidance  scheme  or  plan,  a  fact  which 
was  expressly  negatived  by  the  evidence  in  the  case  at 
bar  [R.  51,  6S]  but  also  under  the  facts  existing  in  the 
Jones  case  the  income  would  be  taxable  to  plaintiff  Jones 
on  another  ground  since  under  the  purported  trusts  the 
money  was  to  be  used  to  fulfill  Jones'  own  obligation,  that 
of  education,  maintenance  and  support  of  his  minor  chil- 
dren. C/.  Douglas  v.  Wilknts,  296  U.  S.  11,  56  Sup.  Ct. 
59,  80  L.  Ed.  1  (1935).  It  is  significant  that  at  no  time  did 
Jones'  father  assert  any  beneficial  interest  to  the  income 
in  question  in  that  case.  In  the  case  at  bar  on  the  other 
hand,  Industries,  Ltd.,  has  at  all  times  not  only  received 
but  asserted  its  beneficial  interest  in  all  sums  received  by 
it  from  its  contracts  from  American  producers.  Further- 
more, it  was  a  business  corporation  with  a  business  pur- 
pose in  which  said  funds  were  employed  and  used  for  busi- 
ness expenditures. 
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As  one  feature  of  the  parallelism  between  the  Jones 
case  and  the  case  at  bar,  petitioner  asserts  that — ''In  each 
case  the  amount  for  which  taxpayer  sold  his  services  was 
grossly  inadequate/'  (Pet.  Br.  p.  15.)  Respondent 
agrees  with  petitioner  that  the  sum  for  which  Jones  sold 
his  services  to  his  father  was  grossly  inadequate.  In  the 
words  of  the  Circuit  Court — "It  would  be  absurd  to  say 
that  any  reasonable  man  having  a  contract  from  which 
he  was  to  receive  a  minimum  of  $100,000  would  in  good 
faith  transfer  it  to  another  for  merely  $6,000."  How- 
ever, in  the  instant  case  respondent  canncjt  agree  with 
petitioner  that  the  sum  for  which  Mr.  Laughton  agreed 
to  render  his  services  exclusively  to  Industries,  Ltd.,  for 
a  period  of  five  years  was  grossly  inadequate.  As  the 
basis  for  his  conclusion,  petitioner  asserts  that  Mr. 
Laughton  had  very  good  reason  to  believe  he  could  get 
about  $3,000.00  per  w^eek  from  American  producers  and, 
in  fact,  had  a  contract  to  make  one  picture  at  that  salary. 
It  must  be  remembered  that  the  salary  of  $3,000.00  per 
week  which  he  might  have  obtained  from  American  pro- 
ducers was  to  be  paid  only  during  the  weeks  in  which  he 
was  employed  by  the  producers.  On  the  other  hand  the 
obligation  of  Industries,  Ltd.,  tc^  pa\-  Mr.  Laughton 
$750.00  per  week  was  a  continuing  one  to  be  paid  week  in 
and  week  out  whether  or  not  he  was  working  either  under 
loan  agreements  or  directly  for  Industries,  Ltd.,  and  had 
to  be  paid  for  a  period  of  five  years. 

In  contrast  with  the  fact  that  Mr.  Jones,  knowing  that 
he  would  receive  not  less  than  $100,000,  sold  his  services 
to  his  father  for  $6,000.00,  are  the  facts  shown  in  the 
case  at  bar  wherein  Mr.  Laughton  entered  into  an  ex- 
clusive contract  with  Industries,  Ltd.,  under  the  terms  of 
which  it  was  provided  that  there  should  be  paid  to  him 
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over  a  period  of  five  years  at  least  the  total  sum  of  $195,- 
000.00.  Also  despite  the  assertion  of  petitioner  that  his 
services  could  assuredly  command  large  sums  of  money 
from  American  producers,  there  was  in  fact  no  such  as- 
surance when  respondent  and  Industries,  Ltd.,  executed 
the  exclusive  service  contract  during  the  year  1934.  True 
it  was  contemplated  that  Mr.  Laughton  should  come  to 
America  to  render  services  for  an  American  studio  under 
a  loan  thereof  from  Industries,  Ltd.,  at  the  probable  rate 
of  $3,000  per  week  to  be  paid  to  Industries,  Ltd.  How- 
ever, had  this  one  picture  which  w^as  contemplated  when 
Mr.  Laughton  left  England  been  a  failure,  Industries,  Ltd., 
would  no  doubt  have  been  unable  to  obtain  any  more  ad- 
vantageous loan  agreements  with  other  American  studios. 
The  record  shows  that  the  loan  contract  with  Twentieth 
Century  Fox  w^as  entered  into  in  December,  1934.  Doubt- 
less if  the  "Barretts  of  Wimpole  Street"  had  happened 
to  be  a  poor  rather  than  a  good  picture  this  contract  could 
not  have  been  negotiated  by  Industries,  Ltd.  It  is  sub- 
mitted, therefore,  that  neither  on  the  facts  nor  on  the  law 
is  Jones  v.  Page,  supra,  an  authority  upholding  petitioner's 
contentions  in  the  case  at  bar. 

Petitioner  next  asserts  (Pet.  Br.  p.  19)  that  the  case 
of  Saenger  v.  Commissioner,  69  Fed.  (2d)  63L  C.  C.  A. 
5th  (1934),  is  a  case  squarely  in  point  to  the  effect  that 
money  earned  and  paid  exclusively  for  the  personal  services 
of  the  taxpayer  should  be  taxed  to  him  notwithstanding 
the  finding  that  Industries,  Ltd.,  was  organized  for  a 
business  purpose.  To  this  respondent  replies  that  peti- 
tioner in  order  to  find  this  case  applicable  must  neces- 
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sarily  misconceive  the  facts  or  the  leg-al  principle  appHca- 
ble  in  the  case  at  bar.  The  Saenger  case  was  a  clear  case 
in  which  a  corporation  awarded  extra  compensation  to  the 
taxpayer  Saenger  which  he  in  turn  assigned  to  another 
corporation.  The  fact  that  his  assignment  was  made  prior 
to  the  award  of  the  compensation  would  not  relieve  tax- 
payer Saenger  of  the  tax  upon  the  compensation  awarded 
to  him  because  of  the  fact  that  it  must  necessarily  have 
come  to  him  in  payment  for  services  before  the  assign- 
ment by  him  could  become  operative.  The  Saenger  case 
is  clearly  a  case  in  which  the  rule  of  the  United  States 
Supreme  Court  in  Lucas  v.  Earl,  281  U.  S.  Ill,  50  Sup. 
Ct.  241,  74  L.  Ed.  731  (1930),  is  applicable  and,  in  fact, 
was  decided  on  the  authority  of  that  case.  In  the  case  at 
bar,  however,  as  it  is  stated  by  the  Board  Member  in  his 
opinion  below — 'There  was  no  assignment  of  future  earn- 
ings or  future  income  such  as  existed  in  Lucas  v.  Earl, 
281  U.  S.  Ill,  and  there  is  here  no  occasion  to  apply  the 
doctrine  of  that  case."  In  the  case  at  bar  the  considera- 
tion received  by  Industries,  Ltd.,  for  the  loan  of  respon- 
dent's services  was  at  no  time  due  to  be  paid  to  respondent. 
In  fact,  the  situation  was,  as  the  Board  Member 
recognized,  the  common  one  in  which  one  motion  i)icture 
studio  having  no  present  vehicle  or  use  for  its  contract 
player,  loans  the  services  of  that  player  to  another  studio 
and  receives  the  consideration  for  such  loan,  meanwhile 
continuing  payments  of  salary  under  its  original  contract 
to  the  player.  It  is  believed  that  there  is  no  justification 
in  petitioner's  attempt  to  tax  these  payments  to  Mr. 
Laughton  as  income  merely  because  of  the  stock  owner- 
ship of  this  corporation  when  it  has  been  proved  and  found 
that  the  corporation  was  a  motion  picture  production  cor- 
poration with  business  purposes  just  like  any  other  studio. 
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2.  In  An  Attempt  to  Bring  the  Case  at  Bar  Within 
the  Cases  Cited  by  Him  Petitioner  in  Support  of 
His  Contentions  Has  Interpreted  the  Facts  in 
This  Case  in  a  Manner  Unwarranted  Both  From 
the  Findings  of  Fact  of  the  Board  of  Tax  Appeals 
and  the  Evidence  Upon  Which  Such  Findings 
Are  Based. 

Petitioner  in  his  brief  makes  the  following  conclusion 
(Pet.  Br.  p.  20)  : 

''In  the  instant  case  even  assuming  that  Industries, 
Ltd.,  was  created  for  the  business  purpose  of  engag- 
ing in  production  on  its  own  account  as  found  by  the 
Board,  it  is  nevertheless  apparent  that  it  did  not  earn 
any  part  of  the  income  in  question  nor  contributed 
to  it  in  any  way  nor  did  it  serve  any  business  func- 
tion whatever  relating  to  such  income.  In  this  con- 
nection it  is  significant  that  although  the  Board 
found  that  Industries,  Ltd.,  was  organized  for  the 
purpose  of  engaging  in  production,  the  Board  made 
no  finding  that  Industries,  Ltd.,  was  organized  for 
or  in  fact  performed  any  business  function  in  con- 
nection with  the  sale  of  taxpayer's  services  to  the 
American  producers     "^     '^     *." 

In  this  conclusion  petitioner  apparently  overlooked  the 
facts  found  by  the  Board  to  the  effect  that  all  of  the  loan 
contracts  were  negotiated  by  Industries,  Ltd.,  and  the 
American  Studios.  [R.  26,  27.]  Also  petitioner  appar- 
ently overlooked  the  evidence  presented  by  the  record 
which  shows  that  all  of  these  contracts  were  negotiated 
by  the  attorney-in-fact  for  Industries,  Ltd.,  and  to  whom 
Industries,  Ltd.,  paid  the  sum  of  $8,000.00  for  his  services 
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in  carrying  on  the  actual  negotiations  in  the  drafting  of 
the  loan  contracts.  [R.  74,  95.]  Furthermore,,  the  stipu- 
lation of  facts  shows  that  the  attorney-in-fact  for  Indus- 
tries, Ltd.,  was  not  the  attorney  for  respondent  until 
February  19,  1935,  at  which  time  all  oi  the  contracts  for 
the  services  of  respondent  had  been  entered  into. 

It  is  peculiar  that  i)etitioner  should  make  the  above 
quoted  assertion  in  this  proceeding  when  in  the  past  he 
has  taken  a  diametrically  opix)site  |X)sition  with  regard  to 
Industries,  Ltd.  As  is  shown  by  the  record.  Industries, 
Ltd.,  filed  protective  claims  for  refund  fcjr  capital  stock 
tax  paid  by  it  for  the  fiscal  years  ended  June  30,  1934, 
1935  and  1936.  [R.  28.  J  The  ground  stated  for  the 
refund  of  such  capital  stock  tax  on  the  claims  filed  was 
that  since  petitioner  was  asserting  that  liability  for  the 
sums  paid  to  Industries,  Ltd.,  by  the  American  studios 
constituted  the  income  of  Mr.  Laughton  personally,  rather 
than  of  Industries,  Ltd.,  Industries,  Ltd.,  therefore 
could  not  be  said  to  be  doing  business  within  the  meaning 
of  the  capital  Stock  Tax  Act.  In  denying  the  claims  for 
refund  of  capital  stock  tax,  petitioner  himself  makes  the 
following  statement  [R.  310,  311]  : 

'The  evidence  of  record  discloses  that  the  corpora- 
tion was  organized  under  the  laws  of  Great  Britain 
on  April  30,  1934.  Under  date  of  IMay  4,  1934.  Mr. 
Charles  Laughton  entered  into  a  contract  with  Motion 
Picture  and  Theatrical  Industries,  Ltd.,  under  which 
that  company  was  to  have  the  exclusive  right  to  sub- 
license and  loan  his  services  for  a  period  oi  five  years 
at  a  stipulated  weekly  salary.    Under  the  terms  of  this 
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agreement  the  corporation  is  entitled  to  all  of  Mr. 
Laughton's  earnings  after  the  date  of  the  contract. 
Thereafter  the  corporation  entered  into  contracts  with 
certain  American  companies  for  the  services  of  Mr. 
Laughton  and  collected  the  amounts  payable  there- 
under. It  also  paid  the  stipulated  salary  of  Mr. 
Laughton,  agent's  commission  on  the  basis  of  10  per 
cent  of  the  gross  income,  and  other  miscellaneous  ex- 
penses. In  the  year  1934  the  gross  income  under  the 
various  contracts  from  sources  within  the  United 
States  amounted  to  $93,333.33,  and  in  1935  it 
amounted  to  $238,370.18.  The  corporation  also  main- 
tained an  agent  in  California  for  the  purpose  of  con- 
ducting its  United  States  business. 

"The  capital  stock  tax  is  an  excise  tax  imposed  upon 
foreign  corporations  with  respect  to  carrying  on  or 
doing  business  within  the  United  States.  The  tax 
is  imposed  upon  the  exercise  of  the  privilege  of  doing 
business  in  a  corporate  form.  Ordinarily  the  same 
activities  which  would  subject  a  domestic  corporation 
to  the  tax  wall  also  subject  a  foreign  corporation  to 
the  tax. 

'The  activities  referred  to  above  clearly  constitute 
carrying  on  or  doing  business  within  the  United 
States  during  the  years  ended  June  30,  1934,  June  30, 
1935,  and  June  30,  1936    *     *     *." 

How  petitioner  can  assert  that  Industries,  Ltd.,  was  not 
engaged  in  business  for  income  tax  purposes  but 
miraculously  clothes  that  corporation  with  an  entity  which 
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was  doing  business  in  the  United  States  in  corjxjrate  form 
for  capital  stock  tax  purposes  is  difficult  to  see. 

Petitioner  in  his  brief  on  page  21  goes  on  to  state: 

''On  the  facts  of  record,  the  conclusion  is  inescap- 
able that  the  taxpayer  could  have  obtained  precisely 
the  same  employment  and  at  precisely  the  same  terms 
had  he  continued  to  deal  directly  with  the  producers 
without  employing  Industries,  Ltd.,  as  an  in- 
termediary/' 

In  the  first  place  this  statement  makes  an  unwarranted 
assumption  to  the  effect  that  the  taxpayer  did  employ 
Industries,  Ltd.,  as  an  intermediary.  The  evidence  in  this 
proceeding  is  completely  contrary  to  the  above  assumption. 
The  facts  show  that  for  over  two  years  respondent  had  in 
mind  going  into  the  production  end  of  the  motion  picture 
business.  [R.  51,  52.]  When  Industries,  Ltd.,  was  finally 
formed  and  it  appeared  to  the  business  men  who  were  the 
directors  of  it  that  production  could  not  be  undertaken 
with  the  then  existing  capital  condition  of  the  corporation, 
it  was  necessary  in  order  to  preserve  what  asset  the  cor- 
poration did  own  in  the  exclusive  service  contract  with 
Mr.  Laughton,  to  keep  his  name  and  face  before  the  public. 
This  view  of  the  facts  was  the  one  taken  by  the  Board 
Member  in  his  opinion.  fR.  31.]  On  tlie  other  hand, 
there  is  no  evidence  upon  which  the  assumption  can  be 
based  that  petitioner  employed  Industries,  Ltd.,  as  an 
intermediary.     Petitioner  goes  on  to  state  that : 

'Tn  so  far  as  the  income  involved  in  this  proceed- 
ing was  concerned.  Industries,  Ltd.,  was  nothinc;- 
more  than  the  agency  w^hereby  taxpayer  retained  full 
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control  and  beneficial  interest  in  the  fruits  of  his  per- 
sonal services  without  receiving  them." 

Here  again  the  evidence  disclosed  in  the  record  is  con- 
trary to  the  conclusion  made  by  petitioner.  It  was  shown 
that  Industries,  Ltd.,  had  as  its  board  of  directors  busi- 
ness men  who  did  not  even  consult  Mr.  Laughton  with  re- 
gard to  company  policy.  Presumably  the  accrual  of  the 
income  here  involved  to  the  corporation  of  which  Mr. 
Laughton  owned  all  the  stock  might  increase  the  value  of 
that  stock.  However,  such  fact  does  not  give  a  founda- 
tion for  stating  that  Mr.  Laughton  retained  the  beneficial 
interest  in  the  fruits  of  his  personal  services  since  until 
he  sold  that  stock  and  realized  the  increment  thereto  from 
the  advantageous  loan  agreements  made  by  the  company, 
he  himself  realized  beneficially  no  part  of  the  earnings  of 
the  corporation.  Cf.  Eisner  v.  Macomber,  252  U.  S.  189, 
40  Sup.  Ct.  189,  64  L.  Ed.  521.  One  of  the  directors  of 
the  corporation  has  testified  that  because  of  its  interest 
in  improving  its  capital  position,  the  corporation  did  not 
declare  any  dividends  to  Mr.  Laughton.  Once  the  capital 
position  of  the  corporation  was  sufficiently  large,  produc- 
tion was  commenced  in  conjunction  with  a  subsidiary  unit. 
[R.  29.]  It  engaged  in  the  business  purpose  for  which 
it  was  organized. 

It  is  submitted,  therefore,  that  the  conclusions  made  by 
petitioner  with  regard  to  the  facts  in  the  case  at  bar  are 
completely  unwarranted  and  that  the  facts  as  they  exist 
in  the  record  before  this  Court  do  not  merit  disregard  of 
the  corporate  entity  of  Industries,  Ltd. 
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3.  The  Contention  of  Petitioner  That  the  Corporate 
Entity  of  Industries,  Ltd.,  Should  be  Disregarded 
and  the  Income  Realized  by  It  Declared  Taxable 
to  Mr.  Laughton  Is  Contrary  to  the  Law  as 
Established  by  the  Supreme  Court  and  Followed 
in  the  Lower  Courts. 

As  it  was  pointed  out  above,  the  case  of  Nen:  Colonial 
Ice  Co.  V.  Hclvering,  decided  by  the  United  States  Supreme 
Court,  292  U.  S.  435,  54  Sup.  Ct.,  208,  78  L.  Ed.  1348, 
is  the  leading  authority  in  which  the  treatment  oX  a 
corporate  entity  in  the  matter  of  federal  taxation  is  dis- 
cussed. The  rule  established  in  this  case  to  the  effect  that 
the  corporate  entity  may  be  disregarded  only  in  excep- 
tional situations  has  been  followed  in  the  following  cases : 

Burnet  v.   Commonwealth   hnpyorcnient   Co.,   287 
U.  S.  4LS,  53  S.  Ct.  198,  77  L.  Ed.  399  (1932) ; 

Burnet  v.  Clark,  287  U.  S.  410,  53  S.  Ct.  207,  77 
L.  Ed.  397  (1932); 

Dalton  V.  Bowers,  287  U.  S.  404,  53  S.  Ct.  205, 
77  L.  Ed.  389  (1932); 

Jones  V.  Hehering,  71  Fed.  (2d)  214  (C.  A.  D.  C. 
1934); 

Ford  Motor  Co.  v.   United  States,  9  Fed.   Supp. 
590  (Ct.  CI.  1935); 

Hunt  V.  Commissioner,  5  B.  T.  A.  356; 

Consumers  Construction  Co.  et  al.  v.  Commissioner, 
35  B.  T.  A.  966  (1937). 
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Furthermore,  the  rule  stated  above  is  not  altered  by  the 
fact  that  one  stockholder  owns  all  the  stock  of  the  cor- 
poration where  there  is  no  evidence  of  fraud. 

Wagner  v.  Lucas,  38  Fed.  (2d)  391  (C.  A.  D.  C. 

1930) ; 
Broadway  Strand  Theatre  Co.  v.   Commissioner, 

12  B.  T.  A.  1052  (1928); 
International   Building    Co.   v.    Commissioner,   21 

B.  T.  A.  617  (1930); 
Greenwood   v.    Commissioner,    1    B.    T.    A.    291 

(1925); 
Fontaine  Fox  v.  Commissioner,  Z7  B.  T.  A.  271 

(1938). 

This  latter  case,  Fontaine  Fox  v.  Commissioner,  closely 
parallels  the  case  at  bar.  What  variation  there  does  exist 
in  the  facts  of  these  two  cases,  namely  Fontaine  Fox  v. 
Commissioner,  and  the  case  at  bar,  indicates  the  more 
clearly  the  fact  that  the  corporate  entity  of  Industries, 
Ltd.,  should  not  be  disregarded. 

It  appeared  in  the  Fox  case  that  Reynard  Corporation 
which  Mr.  Fox  organized,  had  no  purpose  other  than  to 
exploit  the  cartoons  of  Mr.  Fox  and  the  evidence  showed 
that  it  engaged  in  no  other  business.  In  contrast,  the  cor- 
poration which  respondent  organized,  was  formed  for  a 
purpose  other  than  to  avail  itself  of  the  services  of  Mr. 
Laughton.  It  was  to  be  and  in  fact  was  a  corporation  with 
a  comprehensive  business  purpose  in  which  it  engaged, 
which  it  legitimately  contemplated.  Petitioner,  however, 
did  not  see  fit  to  appeal  from  the  decision  of  the  Board  of 
Tax  Appeals  in  favor  of  Mr.  Fox,  a  fact  which  would  in- 
dicate that  he  was  satisfied  that  the  Board  of  Tax  Appeals 
had  correctly  interpreted  the  law. 
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Conclusion. 

For  the  reason,  therefore,  that  the  cases  rehed  upon 
by  petitioner  do  not  stand  for  legal  propositions  which 
support  his  contentions  unless  there  be  drawn  inferences 
and  conclusions  from  the  facts  of  record  in  the  case  at 
bar  which  are  completely  unwarranted  and  for  the  most 
part  expressly  negatived  by  the  evidence,  by  the  findings 
of  the  Board  and  even  by  the  conclusions  of  jx^titioner 
himself  respecting  denial  of  refund  claims,  and  for  the 
reason  that  the  authorities  herein  analyzed  and  cited  sup- 
port the  contentions  of  respondent  herein,  it  is  respectfully 
submitted  that  the  decision  of  the  Board  of  Tax  Appeals 
should  be  affirmed. 

Respectfully  submitted, 

Claude  I.  Parker, 
John  B.  Millikex, 
LoYD  Wright, 
Herschel  B.  Greex, 
Harriet  Geary, 
Attorneys  for  Rcspo)idcnt. 
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